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INDICTMENT. 

UNITED STATES DISTRICT COURT, 

SOUTHERN DISTRICT OF NEW YORK. 

--X 

UNITED STATES OF AMERICA, 

V. 

DOMINIC BASSANI, JOHANNA STEELE, ARNOLD WIDLITZ, 

G. CARMAN RIDLAND, ROBERT FEI6, AND FEIS 
SECURITIES CO., 

Defendants . 

-X 

The Grand Jury charges: 

1. From on or about the 1st day of June, 1970, 
up to and Including the 30th day of November, 1970, 
in the Southern District of New York and elsewhere, 

DOMINIC BASSANI, JOHANNA STEELE, ARNOLD WIDLITZ, G. 

CARMAN RIDLAND, ROBERT FEIS, and FEIS SECURITIES CO., 
the defendants, and other co-conspirators to the Grand 
Jury known and unknown, unlawfully, wilfully and knowingly 
did combine, conspire, confederate and agree together and 
with each other to commit certain offenses against the 
United States, to wit, violations of Title 15, United 
States Code, Sections 77q, and 77x. 











INDICTMENT 


2. It was a part of said conspiracy that said 
defendants and their co-conspirators unlawfully, wilfully 
and knowingly, in the offer and sale of securities, to 
wit, the common stock of Cadgie Taylor Co., (Inc.) 

( Cadgie Taylor") , by the use of rne.ans and instruments 
of transportation and communication in interstate commerce 
and by the use of the mails, would and did, directly and 
indirectly (a) employ devices, schemes and artifices to 
defraud; (b) obtain money and property by means of 
untrue statements of material facts necessary in order 
to make the statements made, in the light of the circum¬ 
stances under which they were made, not misleading, and 
(c) engage in transactions, practices and courses of 
business which would and did operate as a fraud and 
deceit upon the purchasers of the common stock of 
Cadgie Taylor. 

3. Among the means by which the defendants and 
their co-conspirators would and did carry out the said 
conspiracy were the following: 

a. Defendants and their co-conspirators would and 
did agree to cause 125,000 shares of the common stock of 
Cadgie Taylor to be sold in an offering to the public on 


i 


I 
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INDICTMENT 

which the underwriter was the defendant FEIS SECURITIES 
CO., am securities broker-dealer. 

b. Defendants and their co-conspirators would and 
did agree that in connection with the public offering 

of Cadgie Taylor stock approximately $40,000 in secret 
compensation and commissions would be paid as finders' 
fees and underwriting commission in addition to the 
underwriting compensation and expenses disclosed in a 
prospectus concerning the offering filed with the United 
States Securities and Exchange Commission. 

c. Defendants and their co-conspirators would and 
did cause said prospectus to be used in connection with 
the public offering of Cadgie Taylor common stock. 

d. Defendants and their co-conspirators would and 
did arrange the receipt and distribution of the 
approximately $40,000 of secret compensation. 

OVERT ACTS. 

In furtherance of said conspiracy, and to effect 
the objects thereof, the following overt acts, among 
others were committed in the Southern District of New 


York: 
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INDICTMENT 

1. In or about early September, 1970, the defendants 
ARNOLD WIDLITZ and ROBERT FEIS had a conversation. 

2. On or about September 15, 1970, the defendants 
JOHANNA STEELE and ROBERT FEIS, had a conversation. 

3. On or about October 5, 1970, the defendant 
ROBERT FEIS delivered some money. 

4. On or about October 9, 1970, the defendant 
DOMINIC BASSANI met with the defendant G. CARMAN RIDLAND. 

(Title 18, United States Code, Section 371.) 

COUNTS TWO THROUGH SIX. 

The Grand Jury further charges: 

1. From on or about the 1st day of June, 1970, to 
on or about the 30th day of November, 1970, in the 
Southern District of New York, DOMINIC BASSANI, JOHANNA 
STEELE, ARNOLD WIDLITZ, G. CARMAN RIDLAND, ROBERT FEIS, 
and FEIS SECURITIES CO., the defendants, in the offer 
and sale of securities, to wit, the common stock of 
Cadgie Taylor Co., Inc., ("Cadgie Taylor"), unlawfully, 
wilfully and knowingly and by the use of means and 
instruments of transportation and communication in 
interstate commerce and by use of the mails, direcv.ly 
and indirectly (a) did employ devices, schemes and artifices 









INDICTMENT 


to defraud; (b) did obtain money and property by means 
of untrue statements of material facts and omissions 
to state material facts necessary in order to make the 
statements made, ih the light of the circumstances under 
which they were made, not misleading, and (c) did engage 
in transactions, practices and courses of business 
which would operate and did operate as a fraud and deceit 
upon purchasers of said securities. 

2. The allegations contained in paragraph 3 of 
Count One of this Indictment are repeated and realleged 
as though fully set forth herein as constituting and 
describing the means by which said defendants committed 
the offenses charged in Counts Two through Six. 

3. On or about the dates hereinafter stated, in 
the Southern District of New York, the defendants 
DOMINIC BASSANI, JOHANNA STEELE, ARNOLD WIDLITZ, G. 

CARMAN RIDLAND, ROBERT FEIS, and FEIS SECURITIES CO., 
unlawfully, wilfully and knowingly' and in furtherance 
of the scheme to defraud set forth in Paragraphs 1 and 
2 of Counts Two through Six, did cause to be delivered 
by mail a prospectus for the sale of Cadgie Taylor stock 
according to the direction thereon, to the persons here¬ 
inafter set forth: 
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COUNT 

DATE 

ADDRESSEE 

2 

10/2/70 

Loretta Feldman 
% Hotel Albert 

23 East 10th St. 
New York, N.Y. 

3 

10/2/70 

Arthur Eisenstein 
3614 Avenue K 
Brooklyn, N.Y. 

4 

10/2/70 

Sylvia Goldblatt 
% Stewart Seafoods 
71 Hudson St. 

New York, N.Y. 

5 

10/2/70 

Lee Solomon 

70 Linder Blvd. 
Brooklyn, N.Y. 

6 

10/2/70 

John J. Pelliceio 
129 N. 6th St. 
Nqrth Pelham, N.Y. 


(Title 15, United States Code, Sections 77q(a) 
77x; Title 18, United States Code, Section 2) 
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EXCERPTS FROM TRANSCRIPT. 
UNTTEf STATES DITTRICT COURT 

SOUTHERN DISTRICT OF NOW YORK 


UNITED STATES OF AMERICA, * 

Plaintiff, ! 

-against- * 

JOHANNES STEEL. 0. CARMAN RIDLAMD,t 
ROBERT FEIS and i’ElS SECURITIES 
CO. , * 

Defendants. 


73 Cr. 659 


BEFORE J 


HON. MURRA'' I. GURFEIN, 


District Judge 


New York, New York 

January 4 , 1974 - 10 J 5 a.n. 


APPEARANCES 


PA JL J. CURRAN, 

United St«tes Attorney for the 
SouthcfA District of New York, 

BY » ELLIOT G SAGOR, ESO. , 

Assistant United Stages Attorney 

JOSEPH E. BRILL, ESO., 

Attorney for Defendant Johannes Steel, 

233 Proadway, 

New Vo rk, Nuiw York 
-nnd- 

JOSEPH B. EHkLICII, ESO. , 

~ Of Counsel. 


25 
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APPEARANCES (Continued); 

EUGENE O. COBERT, .^0., 

IRWIN KLEIN. ESO.. 

Attorneys for Defendant G. Carman Ridland, 

41 Last 42nd Street, 

New York, New York 

HILLARD 6 GREENE. ESO; 

Attorneys for Defendant. Robert Luis, 

450 Park Avenue, 

New York, New York 
>)Y: MYRON J. GREENE, ESO., 

ST 'EN "ftRCUS, ESO. , 

4 

HOWARD R. UDELL. EDO., 

Of Counsel. 


A1...0 PRESENT: 


THOMAS DOONAN, 


Investigator for the U. S. 
Attorney's office 


(Jury and four alternates duly impaneled and 


sworn.) 


AFT ERNOON SESSION 
2 :30 ^ .m, 

(In open court in the absenbe of the jury.) 

MR. BRILL: Your Honor, I would like to apologise 

i 

for our being detained. It is partially our fault, but 
the restaurants were crowded by the time we got in there. 


* * * 
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13a 

MR. BRILL: Excuse me. 

Your Honor, I listened with a great deal of 
interest to what Mr. Sagor has said, but up to this time 
I hven't heard anyth ; ng about what the Government expects 
to prove in this case. 


i 


i 


THE COURT: He is coming to that, Mr. Brill. 

MR. BkILL: I see. 

ilE COURT: I think what he is trying to do is 
do what I tried to do and l will do after all your opening 

j 

statements are concluded, try to acquaint this jury with some 
of the terms and w* t they mean. 


MR. Bi ILL: Rotten lemons have nothing to do 
with this case, for example. 

Tie COURT; No. But I think, as long as you've 
gone beyond, I am going to tell the jury right now that 
when a new issue comes out, ladies and gentlemen, and when 
I say new issue it means new shares of stock that are 
issued by a company chat have never been issued before, na¬ 
turally, the, have to sell them. 

Now, thu. mi either sell the stock themselves or 

\ 

they can have what is called an underwriter, or some under¬ 
writing house, as the Government says as Feis Securities 
was, s>.:)l it for them. They ce like commission merchants. 

Normally a company do* n't sell stock itself 
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because it doesn’t have the facilities, it doesn't have 
the salesmen, it doesn't know where to go. 

Now, in connection with that new issue the 
Government requires, under the Securities Act of 1933, 
that the material information concerning the company in 
the&e shares of stock mould be filed with the SEC, as we 
call it, the Secu; ties and Exchange Commission. 

Now, that doesn't mean that the stock is good 

a 

or bad. In that sense Nr. Brill is right; it isn't 
like squeezing a lemon. 

But, on the other hand, the Government is right 
in that a full disclosure of material facts is required 
in these documents so that before a person buys the stock 
he will know, for example, what its history was, how much 
money it made, if anything, what assets it has, what 
its balance sheet looks like, and with other descriptive 
matter he's at least got a chance to try to figure out, 
with knowledge, whether it pays to buy the stock or not. 

So it }ust isn't a piece of paper any more; it is 
a piece of paper with something behind it, this prospectus 
that we speak of, this little book. 

And the statement that Nr. Sagor was making was 
that one of the things that you put into this little 
book, as is required by law, normally is what is the 
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compensation or fee or the commission, whatever you want 
to call it, of this underwriter who sells the stock. 

Tnat i:. important because nor..tally the individual who buys 
a new issue would want to know how much of the proceeds 
of the issue, how murh they take in, iu really going to go 


into the company in whiJi he is now going to racome the owner. 

Because, let's assume that the under, c iter took 
away 90 per rent oi the money costing in. Then, if 
you gave him t do! r, you would only have ten cents in 
the company. That doesn't make it crooked or not crooked. 

It Simply mans that you are entitled to know. 

And the Government contends in this case, as X 
understood the openings so far, that instead of revealing 
the full extent of Luc commissions or fees that would 
have to be pai 1 so that the buyer would understand it, 
they also paid, as he says, on the side or under the table, 
whatever you want to call it, an additional sum of 
$40,000 which was not ..sclosed in this little book, this 
prospectus. 

So that somebody looking at it wouldn't know 

that. 

Now, does that answer you, Hr. Brill? 

MR. BRILL* I think so, sir. Thank you very much. 

THE COURT* In other vr-ds, they are both right in 
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on* MnM, 

MR. SAGORt in addition to tha importance of re¬ 
lying on the book1 at, the prospectus to give you 

f 

information about t..<* company, one is oftentimes relying tot 
on the broker, the man who sells you the stock, the way 
you rely on a doctor to tell you what is good and whet 

t 

is not goou, and you can't rely on your broker when your 
broker is be^ng bribed, being paid off in effect, to pals 

off these securities on the public, which is what happened 

( 

in this case. 

MR. BRILL* I object to this, .if your Honor 
please. This is argument. 

THE COURT* i think you er.e getting a little 
bit into summation. 

MR. BRILL* It is. 

MR. SAGOK* I am about to go on, your Honor. 

MR. BRILL* I ask your Honor to instruct the 
jury to disregard that last statement. 

THE COURT* All right. Disregard that, 
lfe will cosm to that later in the case, Mr. Savor. 

MR. SAGOR* Furthermore, as his Honor has 
indicated to you, if money is paid to the underwriter, 
or people who sell stock to the underwriter, if it goes 
into their pockets, it never becomes invested in the 

* * • 
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Before* we a o on, 1 -t me tell you lust very 
quicklv that this mining company has less employees than 
the amount of men sittinq at this table. You will hear 
a lot more about the so-call d miring company. 

At any rat ,there comes a time a few days 
lat« wher Mi. Ridland appears and Mr. Ridland, Mr. Steel 
and Mr. Feis, the three individuals over there, go to 

i 

Kelly, Andrews and Bradley. Mr. Ridland, after speaki q 
to Mr. Schiffman and others, give his approval to the 
deal. He is tht .resident of the company and indicates 
to sell this stock, that time is growing short, they are 
going to make a payment to Kelly, Andrews and Bradley. 

In the eai jy pa.*t of October, unexpectedly, 
when Mr. Feis and Mr. Steel and Mr. Ridland come to the 
closing, come to an event which they think will be a closing 
of the deal, an event where they think the Kelly, Andrews 
and Bradley firm has sold the stock ~ and you will hear 
that one of the oeople that had promised to sell the 
stock, Mr. Miller, at Kelly, Andrews and Bradley, hasn't 
sold the stock — what do they do? It's about October 
4th, do they return the money to some of the people that 
had already pc' i. > the money as they had promised in the 
agreement? Thov do not. They do not. They decide 


25 


I! 


that they a «• going to 1 nckdate the sales that will take 
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place after the October 4, 1970 deadline, because on or 
about October 4th there i; a red liqht, no longer the 
green liqht from the SEC to sell the stock, but they 
agree among themselves that they can fix up the documents a 
little, they could lie to the SEC a little and go on and 
sell this stock in October of 1970. And that is exactly 
what happens. 

In October 1970, Kelly, Andrews and Bradley 
sell approximately a hundred thousand shares of Cadgie 
Taylor mining at $2 a share and they sell $200,000 worth. 
Nr. Peis sells about 25,000 shares on his own, mostly 
during that oeriod, and it comes to a .grand total of 
$25<<, 000. 

Now, in November, after the stock is sold, 
comes the navoff, because in November Kelly, Andrews and 
Bradley lets a certified check of $10,000, their 
- nmmission is — remember 10 cents a share, a hundred 
thousand shares equals $10,000, you will see it going into 
the books and records d the company ~ and on or about that 
same day, on or 4»ut the same day they get $40,000 in a 
paper bag or a baq — I forqet whether it is paper or 
otherwise, it just doesn't matter -- from Mr. Peis, and 
you will see some of this money in cash going int-i Kelly, 


Andrews and Bradley. 
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You will also see a newspaper article from 
Mr. Feis where he says good things about the Cadqie 
Taylor stock, riq! i cue, coming in the latter part of — 

THE COURT: You snid Mr. Feis. 

MR. SAGOR: Thank you, your He, ior. Mr. 

Steel, your Honor, the author of an article. You will 
even see his picture, I think, in the article, Mr. Steel 
on Wall Street, and he will sav good thinqs about the 
Cadgie Taylor stock right on cue. 

You will also see bank records of Mr. Feis, 
you will scu uank reco.ds of this Sierra Silver Company 
I nv.tioned to you, you will see bank records of Cadgie 
Taylor, you will see bank records of Kelly, Andrews and 
Bradley. You will see where some ofthis money was put 
in this caL.c, you will see it with your very own eyes, 
and you will also see wi re some of this money disapDeared 
from these ban ecord3. 

Nw, some of the witnesses in this case, the 
people that are going to take the stand over there to my 
left, were some ofthe very people that participated with 
these three men in this payoff and in this scheme of false 
statements. 

Obviously they hav not been models of good 
conduct. Thi ' have been participants in a crime and they 
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are not presented here as model citizens. What they 
can tell you is about their own criminal involvement in 
this scheme and what they can tell you is what they said 
to Mr. Feis or wh Mr. Feis said to them and what Mr. 
Sceel said to them and what Mr. Ridland said to them, 
because theywe re there. They participated in this very 
scheme itself. Without these people, without these 
people, we would not have a totally clear inside picture 
of w) at happened. 

MR. BRILL: I object to that, if your Honor 

please. It may bo because of these people there will not 
be a totally clear picture. 

THE COURT: Yes. Forget that. 

MR. SAGOR: Tula testimony, i^ substantial 

part, will be backed up by documents and other evidence 
in the cane. You will seethe bank records, you will see 
the telephone records, you will see Mr. Steel's newspaper 
and you will see other documents. 

I submit to you at the end of all this, as 
Judge Gurfain had hinted to you or told you directly 
in his comments, it will all be very simple, it will all 
be very clear, and I submit to you that you will find 
these defendants fjiil ty in this case as they are charged 
in the indictment. 

• * * 
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separate alevatora for jurors and thara ara a lot of 
paopla with big ears and I think it is vary important for 
you not discuss anythin? that yob haar in c r \rt in 
tha elevators. If you sea counsel for either side/ they nay 
say good morning to you. obviously you say good morning and 
be polite. But don't engage in any conversation with them. 
They know they ara not to engage in any conversation with you 
If anybody should persist, and I am not talking about 
the lawyers now, but any person ,%nould persist in trying 
to talk to you about the case, you let urn know immediately. 

Do you understand that? Not that I think anybody will. 

MR. SAGORt May we proceed, your Honor? 

THE COURT> Yes. We were informed that Mrs. Knawe: 
is ill. So we are letting her be discharged from the jury. 

We will proceed with a jury of three alternates. 

MR. SAGORt Your Honor, the Government calls 
Stuart Schiffman. 

STUAR1 SCHIPPMAN, a witness called 
by the Government, being firstrduly sworn, testified 
as followst 
DIRECT EXAMINATION 
BY MR. SAGORt 

MR. SAGORt »*iy we proceed, your Honor? 

THE COURT Yes, please. 
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Q And do you have a Bachelor of Laws degree? 

A Yes, I do. 

Q And were you admitted to the bar of the 

State of New York? 

A Yes. 

Q And how long did you become a practicing 
lawyer? 

A I practiced up until July of 1970. 

THE COURT: Were you admitted in '61? 

THE WITNESS: In '60, your Honor. 

THE COURT: And you practiced untijr when? 

THE WITNESS: July of '70. 

q And did you become employed in July of 1970 
at a brokerage firm called Kelly, Andrews and Bradley? 

A That's correct. 

Q In what capacity? 

A I became connected with the firm in July of 
1970 and I was president of the firm from the time of 
my employment there. Prior to that I had done legal 
work for the firm. 

Q What is the address of Kelly, Andrews and 
Bradley? 

A It was 111 John Street in Manhattan. 

0 Can you tell the members of the jury what 
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kind of firm Kelly, Andrews and Bradley was? 

A It was a stockbrokerage firm. It was a 

member of the National Association of Securities Dealers 

» 

as opposed to a member firm of the New York or American 
Exchange. It dealt in over-the-counter securities. 

Q Can you explain to the members of the juiy what 
over-the-counter means? 

A Well, over-the-counter securities are stocks 
of companies that trad*. ver the counter, usually do 
not have the requirements to be listed on one of the nations 
exchanges, such as the New York Exchange. Generally 
they are new companies or companies without the earnings 
or assets to trade on the American or New York Exchange. 

THE COURT: What is the counter? 

THE WITNESS: That is what it is called. 

Those securities other than trading on a 
national exchange are traded on what is called the 
counter or over-the-counter trading. 

THE COURT: In other words, to see if i 
understand it, there are certain stocks which are 
listed, as they call it, on the New York Stock Exchange 
and the American Stock Exchange and so on? 

THE WITNESS: Yes. 

THE COURT: And those stocks are sold 
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K 

generally by brokers on the floor of those exchanges 


1 

who match bid and ask and then they sell it on the 


1 

flocr, is th-it right? 


5 

THE WITNESS: That's correct. 


6 

THE COURT: Now, there ar# other stocks, is 


i 

that correct, which are not listed on those exchanges and 


8 

those are called over-the-counter stocks colloquially, is 


9 

that correct? 


10 

THE WITNESS: Correct, your Honor. 


11 

THE COURT: And those stocks are sold by one 


12 

broker calling up another broker on the phone, is that 


13 

right? 


14 

THE witness i That's correct. 


15 

THE COURT: And saying, "Joe, I ha*a a hundred 


16 

shares of so and so which I want 18 for,” ar.d the other 


17 

fellow says, ”1 will give you 17” and they settle for 


18 

17-1/2, is that about the idea? 


19 

THE WITNESS: More or less it's correct, your 


20 

Honor. 


21 

THE COURT: Where it is incorrect tell mm 


22 

because I am not testifying, but on these background 


23 

things I want to make sure the jury understands exactly 


24 

what we are talking about. 


25 

Was the business that you engaged in where 

i 
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you bought for your own account your own shares or did you 
merely act as a broker on a commission basis? 

THE WITNESS: Both. 

THE COURT: Is that typical of brokerage houses 
that deal in the so-called over-the-counter market? 

THE WITNESS: The majority of them do that. 


yes. 

THE COURT: Are you getting to the pink 

sheets and all that? 

MR. SAGOR: No, your Honor. I think we 

may not come to the pink sheets in this case. 

THE COURT: In any event, let me ask you so 
the jury understands it. In the case of the stock 
market, let's say the New York S fc .ock Exchange, quotations 
appear daily, do they not, in the New York Times and other 
papers. Wall Street Journal and so on, which show the 
price at which the securities were sold and the volume 
of those securities, is that right? 

THE WITNESS: That's correct. 

* i i 

THE COURT: In the case of over-the-counter 

scock, is it true that the broker who belongs to the 
NASD, as you say, which your firm did, report the prices 
at which they are willing to buy and willinq to sell a 
particular stock or security, is that right? 
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THE WITNESS: That's correct, your Honor. 

THE COURT: And these appear in what are 

called pink sheets, is that right? 

THE WITNESS: That's right., 

THE COURT: Which are circulated among over- 
the-counter brokers, is that correct? 

THE WITNESS: Yes, sir. 

THE COURT: Go ahead. I am sorry to interrupt 

We will have to in this case, ladies and 
gentlemen, and if there is something you don't understand 
raise your hand and we will know there is something 
which should be explained a little more. 

■» BY NR. SAGOR: 

Q Mr. Schiffman, in line with the questions 
you have just answered, could you explain to the members 
of the jury the distinction between the sale by 
Kelly, Andrews and Bradley of a stock that is already on 
the market and the underwriting function for the sale of 
a security that has not yet come on the market? 

9 

A The trading of stocks chat are Araady on 

the market, as you call it, or selling or trading over- 
the-counter, can be done in two ways, either buying or 
selling the stock from another over-the-counter brokerage 
firm for your own ar ount, in which case you would be 
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acting as a dealer, or you could buy or sdl the 
security for the account of a customer, in which case 
you would be acting as a broker. 

THE COURT: Just let me interrupt for a 

minute. When you say you buy for your own account, 
does that mean you own the stock and you put it on the 
shelf, as it were, like a groceryman does when he buys 
sotr..' cans of vegetables. 

THE WITNESS- That is right. 

THE COURT: It becomes your inventory, your 

stock in trade? 

THE WITw. J: That is correct. 

Q And sometimes, to continue with that analogy, 
you wouid buy something like a can of groceries for a 
customer as opposed to your own inventory, is that 
correct? 

A Right. 

Q Now, could you distinguish between those 

kind of sales either for your own account — those kind 
of purchases, rather, for your own account or the account 
of your customer from what the function of Kelly, Andrews 
and Bradley was with respect to new issues or new cans 
of >ods? 


A 


Part of the business of a lot or many, I 
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would say the majority of over-the-counter brokers, 

is to engage in offering securities of new companies 

or trying to sell their stock to the public to raise 

* 

capital, and this is called underwriting a particular 

* 

company. And by that I mean that you offer the security 
for the first time to your customers or to other brokerage 
firms after they have filed a registration statement 
with the Securities and Exchange Commission and receive an 
okay from the w-ommission enabling them to sell their stock 
to the public. 

0 what you referred to as a new issue of stock, 
is that correct? 

A That would be called a new issue, that is 
correct. 

Q And that stock, prior to the time you sell 
it and before the time the Securities and Exchange 
Commission approves it for selling, that hasn't traded 
yet? 

MR. BRILL: Your Honor, I am sorry to 

- 

interrupt. It doesn't seem necessary for the prosecutor 
to repeat each answer in the next question. 

I 

THE COURT: It is just a mannerism. Let's 
not be captious. 


2S 


MR. BRILL: 


I don't want to be 


I think it 
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A Could you please repeat the question? 

THE COURT: Let me plunge in and ask you 
that: VJhen a company wants to put out a new issue and 

it doesn't want to list or can't list it on an exchanqe, 
what does it do? Does it get an underwriter? 

THE WITNESS: Yes, your Honor. 

THE COURT: And an underwriter is somebody 
who undertakes for a commission or a fee to sell the 
securities to the pu' lie, is that correct? 

THE WITNESS: That's correct. 

THE COURT: But the underwriter himself 
doesn't know everybody and can't reach everybody in the 


market, so he uses materials in order to sell the new 
issue, is that right? 


THE WITNESS: That’s right. 

i 

THE COURT: In other words, he is like a 

wholesaler that is retained by the company that wants 
to sell i ,e new issue and he gets his dealers, who are 
the retailers, who sell to the public, is that right? 

THE WITNESS: That ill correct. Generally 

it is a combination. He sells some to his customers 
and to other dealers. 


THE COUR'l 


And to other dealers. But you 
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ware in the position of a retailer, not the wholesaler? 

— ,i 

THE WITNESS: Well, we us?d the combination. 

THE COURT: We will get to this case. I 

will let the United States Attorney carry it forward from 
there. 

MR. SAOOR: We are about to go into the fact 

itself, your Honor. 

Q At this time, Mr. Schiffman, I would like to 
direct your attention to late August-early September, 
1970, and ask you, sir, when was the first time that you 
heard, according to t .e date, about a new issue called 

i 

Cadgie Taylor Company? 

A Approximately the first week in September 
of 1970. 

MR. MARCUS: Your Honor, may we have the 

dates fixed with a little more specificity, if it's 
possible? 

THE .COURT: If it's possible, why not? 

0 Directing your attention to■approximately the 
first week of SeDtember, what were the circumstances 
under which you heard about Cadgie Taylor Company? 

I 

A Fred Miller, who was one of the owners of 
Kelly, Andrews and Bradley, as I was, u. 4 to is and said 
that he had had a conversation with Arnold Widlits, who 


* * * 
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A He is wearing a gray suit. 

MR. SAGOR: Ycur Honor, may the identification 

of Mr. Steel be noted for the record? 

THE COURT: Yes. 

Q Now, Mr. Schiffman, as best you can, would you 
tell us who said what during that conversation? 

A Well, after Mr. — 

MR. MARCUS: Before we begin, may we have 
a time fixed? It was sometime during the day in early 
September, the first week, but what time of day was 
this? Mr. Bassani was coming in and out of his office, 
so on and so forth. 

Q Do you remember whether it vas the morning 
or afternoon? 

A As far as I remember, it was the morning. 

Q Can you give the approximate hour, if you can 

only? 

A w^ll, it would be after 10 o'clock. 

Q Pleaee proceed with the conversation. 

A Mr. Peis and Mr. Steel came into an office 
that we had at that time, which was a little room with a 
desk, and myself, Mr. Soheer and Mr. Miller 
were in the room at the time. We exchanged introductions. 
Q Who said what? Don't skip a thing. Tell 
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us what was said. 

A I believe that Mr. Steel introduced himself to 
me and he introduced Mr. Feis, and Z believe Z introduced 
Mr. Fred Miller and Perry Scheer. 

Mr. Steel bad a copy of a prospectus of the 
Cadgie Taylor -- by a prospectus Z mean the written 
information that is put in a booklet form which is 
approved by the Securities and Exchange Commission prior 
to a company being able to sell their securities to the 
public — 

THE COURT: Let's pause there for a minute 

as long as you are explaining it. 

Does the booklet say that the SEC approves 
the security or only the writing in the booklet? 

A Zt only approves the fact that all of the 
necessary material has been supplied in accordance with 
the requirements. Zt doesn't approve the security , 
nor do>jS it say that the information in the prospectus 
is true. Zt is just that the questions and the material 
that is necessary to ba supplied have been supplied. 

THE COURT: All right. 

BY MR. SAGOR: 

Q While we are on the subject, Mr. Schiffman, 

Z show you what has been promarked Government's Exhibit 1 


• * * 
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jgr 

discussed Priday afternoon. 

THE COURT: Yes. 


You had better com up to 


the bench. 

(At the side bar) 

THE COURT: What do you propose to develop 

here? 

MR. SAGOR: Your Honor, there is a conversation 

that Mr. Steel was going to help the stock along during 
the offering itself. It was related to the after earket, 
but it actually happened during the course of the 
conspiracy before November 30, IS70. It is part and 
parcel of Steel's role in his ponspiracy to help the 

stock in the newspapers. 

THE COURT: You mean after the 120 days? 

MR. SAGOR: Even before, your Honor, anu 

a 

slightly after, so the market wouldn't fall out of the 
offering. Part of the deal was for KAB and Feis to 
get their customers out of the stock. That's one of 

i 

th. r.»«on« they would .y.n t»k. it h.r., trt. th. c««h 
payaont b.c»u». th.y . P.d th.t th. bottom wouldn't fall 
out of th. .took, «nd p.rt of St..l'» rol. w.. to innur. 
th. bottom wouldn't fall out by aupporting th. .took in th. 
market. 

MR. BRILL: There is no such charge in the 
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you want to, for the protection of your record. 

MR. BRILL: Certainly. 
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The jury will understand that we have had this 
talk about this 120-day period. Whether it is 120 days 
or 190 days or 300 days doesn't make any difference. 

There cones a tine when all of it has been sold, 
although new issue. Then, of course, it gets traded like 
any other issue, and that they call the after market. 

q Now, Hr. Schiffman, would you tell us what, if 
anything, was said about the after market during this 
conversation between yourself and Mr. Peis and Mr. Steel? 

A Mr. Scheer asked Mr. Peis if he had any after 
market buying lined up, and Mr. Peis said that he thought that, 
he did. And Mr. Steel said that he had a brokerage firm 
by the nams of Messrs i Co. and that M a m ma t Co. was 
interested in trading the stock when it started to trade 
in the after market and that they would probably be 
retailing the stock and supporting the stock and making a 
market for the Ltock. 

o Mr. Steel also said that he would be able to 
achieve boom sort of publicity for the company as he wrote 
a newspaper column which was a syndicated column in many 
newspapers throughout the country, X believe he said mainly 
in the west a*.d midwest, and that he would publicise the 
oompany in his column and that should help stimulate the 


after market 
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THE COURTt Let ma pause for a minute. 
You usad tha phraaa "making a market." 


What does that mean, making a market? 

the WITNESS* Making of a market is whan a brokerage 


fir* lists their name in tha pink sheets as making a market 


or vtiling to buy or sell tha particular security at a give* 
price. The price is called the bid and the asked. 

t 

THE COURT* And the suggestion was, you say, that 
Mamma t Co., M-e-m, is it, t Co? 


THE WITNESS* I believe it is M-e-m-n-e. I could 


be wrong. 


the court* Whatever it is, they were willing or 
said they would be willing to be the after market, market 

makers as it were. 

THE COURT* Yes. 

the court* Now, i'll have to lead you a little 
on this because I don't want to make a statement mys>lf to 
the jury. But is it. a fact that the market maker is a 
particular broker who lets out in the pink sheets that he 
is willing to buy or sell at cert*—, bid and asked prices and, 
if comitted, to take at least 100 shares of stock if he 
puts his ne w* in the pink sheets; is that correct? 


tarns in the pink sheets; is that correct? 

THE WITNESS* That is correct, take 100 shares 


and xell 100 shares. 


A 


I 
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2 

THE COURT > Or sell 100 shares. 


3 

All right. Go ahead. 


B 

BY MR. SAGORt 


5 

0 Now, did there cone a tine after this conversation 


6 

with Mr. Steel and Mr. Feie in early Septenber that you 


7 

again saw Mr. Peis, Mr. Steel and Mr. Ridland? 


8 

A Yes, there did. 


9 

0 And as best you can, Mr. Schiffman, before 


10 

telling us that conversation, when did this conversation occui 


11 

between yourself, Peis, Steel and Ridland? 


12 

A well, I would say that it was within a weJc of 


13 

our nesting with Mr. Peis and Mr. Steel, probably less 


14 

than six days, and I think it was certainly nore than one 


15 

day thereafter. 


16 

THE COURT * And who was present at this nesting? 


17 

A Myself, Mr. Steel, Mr. Peis, Mr. Ridland, Mr. 


18 

Scheer, Mr. Miller, and Bassani was present too during tines 


19 

of this nesting. 



THE COURT * Where did this take place? 


21 

THE WITNESS 1 This nesting took place again in the 


22 

offices of Kelly, Anderson i Bradley. 


23 

THE COURT* Go ahead. 


24 

BY MR.SAGORt 


25 

0 Mr. Schiffnan, do you renenber whether it 



occurred in the norning or in the afternoon? 
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K I'm net sure what tiaa of day this Mating occurred. 

0 Before telling ua the conversation, can you identify 
for us Mr. Ridland, if he is present in the oourtroom? 

A Mr. Ridland is the gentleman sitting to the 
right ~ Mr. Peis' right, and he is wearing a dark blue suit. 

MR. SAGOR* Your Honor, nay the identification of 
the defendant Ridland be noted for the record? 

THE COURT* Yes. 

0 As best you can now, Mr. Schiffman, would you tell 
us who said what during the ensuing conversation? 

A Well, Mr. Ridland was introduced to all of us 
and — 


0 As what? What did they say his nasi was? 

A Carman Ridland and he was the president of Cadgie y 
Taylor company 

Mr. steel said to Mr. Ridland that these boys 
are willing to sell the security and that they have a good 
reputation and should be able to sell the etock and they 
want $40,000 if they sell 100,000 shares. 

Mr. Ridland said, "That's a lot of money," 
something tothat effect. And Mr. Scheer at that point said 
that "we would not do it for less than 20 per cent of the 
dollar amount that we sell." 


Mr. Ridland said that it could be arranged and 
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that we would be able to receive $40,000 if we cell 

100,000 shares. 

At that point Mr. Scheer said that he would like 
to have at least some of the money given up front so that 
we would be assured that if we did sell the stock and we 
turned the proceeds over to Mr. Feis that we would get 
paid. 

Mr. Ridland and Mr. Steel both said that that 
would be impossible because they weren't going to give us 
any money until the stock was sold. 

And then Mr. Scheer said maybe they would be 
able to work out some arrangement whereby the noney would be 
put up and held either jointly by Mr. Feis and s oaw b ody 
from our company or in some way or anotner that we, being 
K* Uy, Andrews * Bradley, would be able to know that 
$40,000 was available if we sold the stock. 

MR. KLEIN» Your Honor, may we inquire as to 
whether Mr. Bassani was in at this part of the conversation 
or not? 

THE COURT? Was Mr. Bassani present, do you know? 

THE WITNESS' I'm not sure if he was or he was not 
present during this part of the oonversation, your Honor. 


A 


Please continue, Mr. Schiffman. 

Mr. Ridland talked about the company, told us 
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VOIR DIRE EXAMINATION 
BY MR. KLEIN* 

Q Do you have copies of any letters sent to these 
five people referred to in these slips that you are 
enclosing a prospectus or a confirmation? 

MR. SAGORs I object. No such letter is being 

offered. 

MR. KLEIN: This is voir dire. 

THE COURT: You may answer that. 

A It was not our custom to send letters along with 
the confirmations• 

Q Do you have any independent proof other than 
what you testified to as the custom of your company that 
these five people were actually mailed the originals of 
these particular papers? 

A Well, I think the records of the company would 
show that those individuals paid for their stock. There¬ 
fore, they received the confirmation. 

MR. KLEIN: I ask that that be stricken as not 
responsive. 

THE COURT: No. It is quite responsive. How 
else do you prove what you are asking? 

MR. KLEIN: I an just asking if there is any way 


of proving that the people got their — 
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MR. SAGORs They sent material in pursuant to 
receiving something in the mail# Mr. Klain. 


j 

i 


THE COURT: Let's go into it for a minute. | 

BY THE COURT: 

Q When somebody buys stock from your firm or J 

through your firm# do you confirm the sale in writing 
normally? 

A Yes. I 

0 And is that by a confirmation slip? j 

A That's correct. 

Q And is that by this kind of slip that is offered 
in evidence here as 2# 3# 4# 5 and 6? 

A Yes# your Honor. 

Q And are those uniformly mailed out in the U. 8. 
mails to the customer? 

A They are. 

THE COURT: I'll allow it. I'll receive it in 


e tdance. 


to -- 


MR. BRILL: Could I ask Mr. Sag »* a question? 
THE COURT: Surely. 

MR. BRILL: Privately. 

(Pause.) 

MR. BRII^: Could I bring your Honor's atteati: 


THE COURT: Do ydu want to 
* * * 




up here# Mr. Brill? 
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(In open court) 

BY MR. SAGOR: 

0 Mr. Schiffman, how much did customers psy for 
share of Cadgie Taylor stock? 

A $2. 

Q Per share? 

A Per share. 

THE COURT: Is that including the c omm i ssion? 
THE WITNESS: That's including the commission. 

your Honor. 

Q Mr. Schiffman, can you tell the members of the 
jury whether youthougtt the Cadgie Taylor stock in October 
of 1970 was worth $2 or anything near $21 

MR. BRILL: That's objected to# if your 

Honor please. 

THE COURT: Overruled. 

A I did not think it was worth anywhere near 

$2 per share. 

Q What did you think it was worth, if anything? 
MR. BRILL: That is objected to. That is 

not an issue in this case. Judge. 

THE COURT: Overruled. 


A 


Well, the company in my estimation was bank- 
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MR. BRILL: I move to strike that answer, 

if your Honor please. 

THIS COURT: Overruled. Motion denied. 

MR.BRiLL: May I com to the side bar and 

have a motion, your Honor. 

THE COURT: Yes, all right. 

(At the side bar) 

THE COURT: Yes, Mr. Brill? 

MR. BRILL: Your Honor, I respectfully move 

for the withdrawal of a juror and the declaration of a 
■istrial on the ground that I believe that the 
reception of this testimony is so prejudicial, so unduly 
prejudicial, that it far outweighs the probative value, 
if any, that might be attributed to it. 

THE COURT: Do you want to consent to a 

mistrial? 

MR. SAGOR: No, your Honor. I said in opening 

that this was a worthless stock case. Counsel would 
do well to read United States v. Brown and other cases, 
where the Court of Af >eals has said that it is irrelevant 
to receive payMnt in connection with stock, and oftentiMS 
they have so indicated, particularly where the stock is 
worthless. 

THE COURT: I'll >(ive you the analogy on 


/ 
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which I depend, eo you have an exception in case of a 
conviction: This is the sane, as I see it, as if a aan 

were offered aoney to hit aoaabody on the head. Z think 
to then be allowed to ask hia, "Do you think it would 
hurt hia if you hit hia on the head?" would be the f-aas 
thing. 

Anyhow, that is ay view. 

(In open court) 

MR. KLEIN: Your Honor, may that aotion be 

on behalf of all defendants? 

THE COURT: Yes. 

But I want to ask a qusstion. 

BY THE COURT: 

0 When you say the coapany was bankrupt, Z take 
it you don't aean that they were actually in bankruptcy; 
you aean they were insolvent; is that what you assn? 

A Yes, your Honor. 

0 What do you aean by "insolvent”? 

A Well, in this particular case their liabilities 
greatly exceeded their assets. 

THE COURT: Does the jury understand that? 

Liabilities, gentrally speaking, with same 
exceptions, is what you owe, and your assets, on the 
other side, are hat you have. And if your liabilities. 
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generally speaking, are bigger than your assets, then 
you are insolvent, or some people say behind the eight 
ball. There are a lot of expressions for that. But that'i 
what I think he means. 

Whether that is so or not you can look at 
the prospectus itself. Exhibit 1, when it gets to you, 
and you can evaluate it yourselves. 

And I am cautioning you now that the statements 
which Mr. Schiffman is making I am permitting in to show 
his intention in connection with this matter and not as 
binding testimony on the jury in any sense. You under* 
stand that. It is up to you to make your own determina¬ 
tion. 

MR. SAGOR: Your Honor, there is a pending 

question. 

Q Mr. Schiffman, how much, if anything, did you 
think this stock was worth? 

MR. KLEINJ Didn't we object to that, your 

V 

Honor? 

THE COURT: You objected to that and I 
overruled it. 

A 


line 


I didn't think it was worth very .ch. 

THE COURT: All right. That's enough on that 
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MR. BRILL: Can I, your Honor, nova to strike 

that answer on the ground that it is absolutely meaning- 

less. 

THE COURT: I'll allow it to be stricken. 

MR. BRILL: Thank you. 

THE COURT: Disregard that. But all the 

rest of these questions stand. 

Go ahead. 

BY MR. SAGOR: 

0 Now directing your attention to October and 
November of 1970, did you on occasion see Mr. Peis and 
Mr. Steel at Kelly, Andrews t Bradley? 

A Yes, I did. 

Q And can you place with any certainty the dates 

upon which these people appeared? 

MR. BRILL: Your Honor, I object to limping 

people together. I think he should identify eachof 
then. 

THE COURT: You are quite right. There is no 
doubt About that. 

Q Did you see on occasion Mr. Peis and Mr. Steel 
together? 

A Yes. 

Q And did you see on occasion Mr. Peis‘separately? 

* * * 
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MR. SAGORt Your Honor, Z would Ilka to rafar 

I 

to this document again but at this point Z would Ilka 
Mr. Schiffnan to look in the bottom right-hand corner of 
tha document. 

THE COURT* Before that, are you going to ask any¬ 
body what OTC means? 

MR. SAGORt Z thought Z would do that, too, your 

Honor. 

0 Mr. Schiffman, before going to the bottom right- 
hand corner• would you tell the members of the jury what 
OTC is? 

A Over-the-counter. 

O And is that where the Cadgie Taylor stock was 
traded? 

A At this time it wasn't traded at all. 

Q Zt wasn't yet traded but in the future it would 
be traded over-the-counter? 

MR. BRILL> Objected to, if your Honor please. 

THE COURT* It would be traded OTC. You don't 
argue about that. 

MR. BRILLt Tn the future. 

THE court* After the article, not before. He 
is just fixing a date, isn't he? 

MR. KLEIN* I think that the article doesn't set 
forth any date whether the Stock has been trading before or 


* * • 
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A NO, 

THE COURT s Just to clarify som thing. Tha usa 
of tha word "toabstona" has nothing to do with dabt or 
anything lika that or that it ia a bad stock or a good 
stock. Tha raason I think tha nasa caaa up colloquially ia 
bacauaa a toabstona ganarally has a vary 1lad tad inscription, 
hara lias so and so and a data and no big stuff about 
it* ?h* saaa is trua hara. The p oop la ara supposed to 
buy froa tha prospectus, but in order to call their 
attention to tha prospectus you can put in an ad which doesn't 
have auch tore on it than could be contained on a toabstona. 
That's what it Mans. I want you to understand that. 

MR. SAGORt your Honor, just one sore thing 
with respect to Goveraasnt's Exhibit 18. 

O I direct your attention, Mr. Schlffaan, to tha 
upper left-hand corner of tha toabstona. 

Do you sea that? 

A Yes. 

O And do you sea a rad aark there? 

A Yas. 

Q Can you tall us whether or not that rad aark was 
on Governaant's Exhibit 18 at tha tlas that you received 
it? 

A I believe it was, yas. 

i 

* * * 
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THE COURT : Yes. 

MR. PAGOR: Members of the jury. Exhibit 17 in 

evidence is a cage from the New York Times dated Monday, 
October 26, 1970, and on the bottom right of the page is 
another tombstone, and it reads: 

"All these securities having been sold, this 
advertisement appears as a matter of record only," 
and it is dated within the tombstone box October 2, 1970. 

On the unper left it says "New Issue,” and in the middle it 
reads, "125,000 shares Cadgie Taylor Company common stock, 
par value 2 cents Der share” -- 

THE COURT: Two cents? 

MR. SAGOR: Yes, your Honor, two cents. 

— "CoDies of a prospectus may be obtained * 
from the undersigned oniv in states where these 
secuiLties may be legally offered," and in the 
bottom of the tombstone, "Peis Securities Company, 

111 John Street, New York, N. Y., 10038, telephone 
No. 212 732 2910." 

THE COURT: There I should perhaps enlighten 

the iury that where it says oar value 2 cents, that doesn't 
mean anything in this case at all. That is merely an 
accounting term as far as the ^ooks are concerned. But 
you can have a two cent par stock that is worth $2.00, and 
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in many cases nobody would argue about that. I lust don't 
want vou to be confused, to think that they were selling a 
two cent stock for $ 2 . 00 . 

All right. Ho ahead. 

MR. SAGOR: Could you, conversely, charge the 
jury that vou could have a par value stock of two cents and 
a stock selling for $ 2.00 is worth less than two oents, 

for example? 

0 

THE COURT: oh, yes. One has nothing to do 

with the other. In other words, the actual value has 
nothing to do with the par value. That is just a bookkeep¬ 
ing entry as to how thev nut it down. 

All right. 

BY MR. SAGOR: 

O Did there come a time during October 1970, Mr. 
Schiffman, that you transferred funds that you received 
for the Cadoie Taylor stock to Mr. Peis? 

A Yes, sir. 

0 And how much in October did you transfer to Mr. 

Peis? 

A I'm not sura of the amounts at this time. Possibly 
about — 

MR. BRILL: I object to the possibilities. 

Judge. 


* * * 
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A Poland told me he had $40,000. Scheer told me that 
he had gotten t^is mo.iey from Bob Pels. Poland gave me the 
$40,000. I gave Scheer approximately $1500. The balance 
of the money I gave back to Poland. I told him to deposit 
$10,000 in the Kelly — 


♦ 



J 


* 
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2 

THE COURT; <‘ause there for a minute. You 


3 

you took 1 off $1500 from $40,00o. ^hat left 


4 

338,500, ia that correct? 


5 

THE WITNESS: That'* right. 


6 

THE COURT: is that what you gave him back. 

| 

7 

38-5? 


8 ; 

TITH WITNESS: That's right. 

| 


9 

THE COUR'i : What did you tell him to do with 


10 

tnr 38,500? 


11 

THE WITNESS: I told him to take 10,000 of 


12 

that and deposit it in the Kelly, Andrews and Bradley 


13 

checking account. 


14 

THE COURT: That would leave you with 


15 

23,500? 

j 

U> 

THE WITNESS: Right. 


17 

THE COURT: What did you tell him to do 


18 

.;ith the 28 , 500 . 


19 

the WITN> Put it in the Kelly, Andrews 


20 

% 

and Bradley safe deposit box. 


21 

Q Do you Know what bank, by the way? 


22 

A There were two. He put it in the Chemical. 


23 

MR. RKILL: I object and move to strike. 

| 

24 

THF OURT: Yes. 

I 


\j Did there come a time on November 6, 1970, that 



* * * 

I 






I 


1 

55a 

jg r 5 Schiffman-direct 295 


2 

about, don't yi u/ 


3 

A That he is about to ask me about? 


4 

Q Yes. 


5 

A Or th»* >ne he did ask me? 


6 

0 Well, either. 


7 

MR. SAGOR: I am going to object to that. 


8 

What is the relevance of what Mr. Schiffman — 


9 

MR. BRILL: I want to find out what he knows 


10 

about its being entered in this document. 


11 

THE COURT: I don't think it affects his 


12 

ability. You can cross-examine him later on anything 


13 

you want to when you have your cross-examination. 


14 

MR. BPTLL: All right, sir. 


15 

THt COURT: The preliminary examination is 


16 

merely on authentication. f 


17 

I just want to say to thejury that, generally 


18 

speaking in the fee ral court, books of record, like books 


19 

i 

that the bookkeeper keeps, are generally admitted when they 


20 

are kept in the ordinary course of business and when they 


21 

reflect contemporary entries that are made as they 


22 

occur. The obvious reason is that otherwise you 


23 

would have to call every bookkeeper, and somatimes in a 


24 

big firm you might have five bookeepers. One works on the 


25 

cash receipts book, one works on the general ledger, one 
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of this document and the testjrony concerning the- $10,VV' 
which in being concealed in the (om of officers' loan-. 

I >v 

as a device. I s&y that is hevo-d the sco;>» nt the 
renspi--acy. «r,s.t Kelly, Andrews did with the money in 

no concern if ' V defer-inat ? in the It is no p.-,--• ,-j* 

tr.e ir.dfcti.5ert that they cone.-';Jed the caah payment. 

They are charged with paying it, not receiving it. 

THE COURT: The purpose of it in to prove 

th-j conspiracy itsel: which la allegedly Lo have paid 
a c.vm*i salon bwvond wnet vms revealed in the nrosnoctwr: 

i 

in order to induce certain action, snd also tc <io?ivera: -*iy 
omit it from the prospectus. Therefore the cover nr 
T should think, would havo r right to she;? ho-.* £■? v:;-.r. 
bar til (; c. 


MR. KLEIN: If that W^t unrt: of the 

THE COURT: In ot'.er vords, if T sr*v to 

you, "I ljti going to give you erma cash under the table. 
l!ake sure that nobody picks this up," then anything you 
do that hides it is part of my instruction?*, <t s,->irr. t 
its. That is the whole idea of it. 

i t * 

HR. KLEIN: Only if the ir.dicLr.ont charges 

couccalr-'ant as pert of the crirv'. 


'VCOP't 

it with those ctrc*} which deal 


V t- 1**'; y m or* tout or.lr r 
'•ith or— • 
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conspiracy is ended as such, and that is different. That 
is different. 

I'll allow it. But you have your record. 

MR. KLEIN. Yes, sir. 

MR. BKiLL: It seems to me that this is an 

internal transaction as distinguished from what is 
involved in th* conspiracy, and therefore it could not be 
binding upon viie defendants. 

THE COURT: Well, you have an argument, of 

course. But the way I view it is that if somebody 
says, "I will give you cash,” in circumstances which 
indicate that you are not to tell anybody about it, then 
the method by which you conceal it is equivalent to 
following an instruction. 

The other defendants may not have said "Do 
it this way, bv oaiceri' loans.” They may have 
said, "Do it by putting it in a bank.” 

MR. BRILL: Or they may not have said 

anything. 

THL* COURT: That has to be seen. 

MR. BRILL: This generates the isqpression 

that they authorised it. 

Tlli COURT: But there is already testimony 


that they would give them the money under the table 


I 
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only use that exp. ssion. 


299 


MR. BRILL: I understand. It is kind of 

a generic term. 


THE COURT: That was the conversation he 

testified he hau w ,Peis and with Steel. 


MR. Ki (N: The consideration was to sell the 

stock. Once they got the money, the conspiracy is 
. ver, your Honor. toast they die vith it — they could 
have gone to the races and lost it. What they did 
with it — 


THE COURT: YOu still don't understand. 

MR. BRILL: I think I have your Honor's 

point, and I would just like to pursue it for one moment. 

I ».hink that your Honor's point carried to 
its ultimate conclusion is terminated with Exhibit 20, 
which shows the deposit of the $10,000 in the bank. What 
follows that is an nternal thing without Peis, without, 
anybody else. 

THE COURT: It is possible. But that's 

the way I view it, Mr. Brill. 


MR. BRILL: All right. 
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(In open court.) 

BY MR. SAGORt 

0 Mr. Schiffaan, you have before you Government's 
Exhibit 21 in evidence, tha offlcar'a loan, tha ahaat from 
that le< jar statement, la that correct? 

A Correct. 

O Would you taka in your hands a groan graass pencil 
and circle tha $10,000 item? Circ.» - tha whole thing. 

A (Marking.) 

O And what dat s that item reflected on tha books 
of Rally, Andrews 6 Bradley? 

A November 6t1 
0 And how is it reflected? 

A As an otfiter's loan in tha aaount of $10,000 
froa Fred Millar. 

MR. SAGORt Your Honor, may we show this to 

* 

tha jury? 

THE COURTi I don't think they will understand 
a bit of it .ight now. I aa not trying tha case, but you 
had better explain it a little more. 

0 Can you elaborate, Mr. Schiffaan? 

A This indicate — 

THE COURTt start with a simple thing. 

1 
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BY THE COURT? 

O In the normal course of business, if you got 
$10,000 deposited in the Chelsea Bank, how would it appear 
on the general ledger of your company? 

A well, it could appear in many ways. It would be ~ 
0 In many ways one way? 

A On the general ledger? Dependi.. ; on what it is 
for. It would be ordinary income or ordinary receipt of 
payment for some stock. 

O well, let's go back to the cash receipts book. 

How would it show Oil the cash receipts book? 

A As a deposit in pa patent for something. 

O Not in payment. Receipt. 

A Receipt of something. 

THE COURT: Have you got the cash book here? 

MR. SAGOR! We do. We could find that entry and 
we could put it in. We do have it here. We could put in the 1 
too. 

THE COURT! I think you should. 

MR. SAGOR! okay. 

BY THE COURT! 

O Before we do that, if you put it in the cash book 


as $10,000 received by way of a bank deposit, then when 
it gets to the general ledger, if you were doing it'. 
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nornlly, what would it than show in tha ganaral ledger, 
in thia transaction? 

A Tha sourca tf tha racaipt. 

0 Wh.*t would it say? 

/ 

A In this particular transaction? it would show 
that it was a le an from an office*. 

0 
A 

I know. 

O 

it show in tha ganaral ladgar? You know who you got tha 
monay from, don't you? 

A oh, z saa. As monay racai^ad from Robert Pais — 
from Pais Securities as commission. 

O No. As a matter of fact, tha same transaction 
appears, according to your testimony — I wasn't there and T 
don't know whether it aver occurred. But assuming your 
testimony is true that that monay did oome from Robert Peis, 
how is it reflected in tha ganaral ledger, so the Jury 
understands it? 

A wall, the true sourca of tha incoam in this 
particular case was commission income. This was an additional 
ooMission income that was paid for a service performed by 
Kelly, Andrews & Bradley. 


No, it wouldn't. 

Well, I'm not sura, than, your Honor. I'm not sura 

I 

Assuming that this was an open trait section, how woulld 


0 


But that is i-.it how it is reflected, is it? 
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2 

A No. it is reflected under the officers' loans. 


3 

0 All right, ./hut u jm that officers' loan naan? 


4 

What does it purport to be, that $10,000? 


5 

A A loan from Pred Miller to the corporation. 


6 

0 A loan from Pred Miller or a repayment of a loan 


i 

by Pred Miller? Which is it? 


8 

A No. It is loan from Pred Millar. 


9 

0 Prom Pred Miller. And you owe Fred Miller $10,000 * 

mm 

10 

A correct. 


11 

0 According to the books? 


i2 

A Yes. 


13 

THE COURT* All right. 


14 

BY MK. SAGORr 


15 

Q I show you what has been marked 21-B for 


16 

identification. 


17 

Can you identify 21-B for identification? 


18 

A Yes. 


19 

0 .And is that from the Exhibit 18 for identificatioa> 


20 

A Yes. 


21 

0 And is that made in the ordinary course of your 


22 

business? 


23 

A That is corruct. 


24 

0 And was it the ordinary course of your business 


25 

to make such journal entries? 

* * * 

- - 



V 


J. 
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MR. SAGOR* 21-B is offered. 

THE COURT* Let me see, too. 

MR. BRILL* would your Honor like to see it 

first? 

THE COURT* Yes. 

(Government's Exhibit 21-B handed to the Court.) 
MR. KLEIN* Objection, your Honor. 

THE COURT- overruled. 

(Government's Exhibit 21-B toceived in 
evidence.) 

MR. SAGOR* Your Honor, as we did with 20, 
may the record note that 21-B reflects a deposit and that 
the • posit is in cash as opposed to a check. It is a 
deposit of $12,000 on November 24, 1970. 

MR. brill I don't think it says as opposed to a 

check. It just says cash. 

THE COURT .t says cash, not the line check. 

Just do it the way it is. It is on the line check to cash 
and not on the ) in*, - to check. 

MR. SAGOR* Yes, your Honor. There is nothing 

ot. the line next to checks. 

O I show you what has previously been marked 
Government's Exhibit 21-C. Do you have 21-C before you, 

Mr. Schiffman? 

* * * 
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THE COURT: Denied. 

Q Did you see it delivered? 

A Noc that I recall. 

Q Do you know who gave it to you? 

A No. 

Q Do you know how long after it was allegedly 
delivered that you received it? 

A Probably inmediately. 

Q Do you know for sure? 

A No. 

0 Do you know if you were in the office when 
it was delivered? 

A I don't, know '-•vactly when it was delivered, 
so I don't know. 

Q Is this the same condition it was xn when 
it was delivered? 

A I would imaqine it is. 

C Well, do you know or not? 

A Can I see it again? 

Q Surely. 

MR. oaGOR: Your Honor, could it reflect 

that the plastic binder was put on by the government? 

•1R. KLEIN: Exclusive of the plattic bindre. 

I'm talking about the telegram, your Honor. 
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(Exhibit handed to witness) 

A I think it. is. 
q I invite your attention to the fact that 
there appear to be four staples in the telegram on the 
first page and theic is another page attached to it. 

Do you soe that? 

A Yes. 

Q And there is another page attached to it 
underneath. 

A Yes. 

Q Do you see that? 

A Yes. 

0 And you say that is the way i was delivered? 

A If you are talk ng about the staples, I don't 

know. 

q How about the second page that is in back of 

it? 

A It looks like it is all part of one page. 

I don't know if it's the second page underneath it. 

MR. SAGOR: I put the staples in. 

MR. BRILL: Oh, come, come, come. Please, 

your Honor. I object to that statement and ask your 
Honor to instruct the jury to disregard it. 

THE COLi.rt I will not do so. It is a 
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perfectly correct statement. 

MR. KLEIN: I am goIng to object to ita 

admission on the grounds that an improper foundation has 
be» n laid and that this is not the best proof, the best 
evidence of whether such a telegram was actually sent from 
Western Union or wh«. .or a blank was typed. 

THE COURT: Generally were you getting the 

telegrams at this office you conducted, this brokerage 


house? 

THE WITNESS: We got a few, most of them 

dealing with whether or not a new issue was released or 
not. 

THE COURT: I understand that. But it would 

com e into a certain place and then be distributed, is that 

what happened? 

THE WITNESS: Yes. 

THE COURT: And did this telegram come toyou 

in the same wav as all other telegrams come to you? 

THE WITNESS: As far as I Recall, it did. 

THE COURT: As far as you recall? All 

right. 

Objection overruled. 

MR. SAGOR: Your Honor, I am taking the 


pla: lC away and I invite the jury’s attention to look at 
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O Over the luncheon break has that now been narked 
26-A for idnntification? 

A Yes, it has. 

MR. SAGORt Your Honor, nay 26-A for identification 
be extracted from Government's Exhibit 26? 

THE COURT* Yes. 

0 Mr. Schiffiuan, could you, without ripping the page, 
extract it? 

I 

THE COURT* Why don't you just let hin testify 
and then pull them all out? 

MB. SAGOR* I thought there night be objection. 

MR. BRILL* No. 

0 Mr. Schirfnan, directing your attention to 26-A 
for identification, was that made by Kelly, Andrews t Bradley 
in the ordinary course of its business? 

A Yes. 

0 And was it the ordinary course of its business 
to make such an entry? 

A It was. 

0 In connection with the sale to First New York 
Equities of Cadgie Taylor, when did you first receive noney 
from First New York Equities? 

A October 22nd. 

0 And how much money did you receive from First 


New YorkEquities? 
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2 

A $40,000. 


3 

0 And after the $40,000 was received, whet was 


4 

done with the $40,000. 


5 

MR. brill* May we have the date of the receipt. 


6 

please? 


7 

MR. SAGOR? Yes. October 22nd. 


8 

A Well, it was deposited in the Kelly, Andrews 


9 

fc Bradley checking account and eventually turned over to 


10 

Mr. Peis in paymsnt for the stock. 


11 

0 How much before October 22, 1972, did the sale to 


12 

First New York Equities take place? 


13 

A Approximately seviui days. 


14 

0 And how can you tell that? 


15 

A Well, the billing went out atul paid within seven 


16 

days of when it was billed. 


17 

0 was that a pr :tice at Kelly, Andrews 6 uradley? 


£ 18 

MR. brill? I will object to the practice unless 


19 

he knows. He is now talking about a specific transaction. 


20 

I think we should have the specific details concerning it. 


21 

the coukt? The point is that a brokerage house 



generally, for example, expects paymentof the shares it sold 

* 



within five days. That is a rule of the Exchange. 


24 

So if you ask a broker, did you send Mr. Brill 100 


25 

fi ve days after or did you get a ».hed five days 

. • * 
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after, the broker could honestly say he doesn't know but he 
knows his practice is that is what happened. That is 
all he is asking him. 

MR. BRILL: We don't have that kind of situation 

t 

harv, Judge. Thatis why I am anxious to get the specifics. 

THE COURT: if he knows the specifics,it certainly 
would be better. 

0 Mr. Schiffman, did you hear What his Honor just 

said? 

A Yes. 

0 Is what his Honor said in every respect correct? 

MR. BRILL: I object. 

Mk. SkGOR: Mr. Brill made a statement. I wa n t 
the statement stricken or Mr. Schiffman to testify. 

THE COURT: He doesn't have to do that. 

Can you tell of your own knowledge when the 
money came in from First New York Equities? 

THE WITNESS: I can tell when it casm in because it 
is dated in the ledger. 

THE COURT: Can you testify when the confirmation 
slip was sent to First New York Equities? 

THE WITNESS: No, not the exact date, your Honor, 
no. 

THE COURT: I don't think it is consequential, the 
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whole thin?. 

MR. SAGOR* Wa would like to prase it, if your 
Honor please. 

THE COURT* I won’t allow any testimony concerning 
when 'Jie First New York Equities money came in, but I 
will allow him to state the practice generally. 
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though. It is what he says the record supports. 

MR. KLEIN: It doesn't appear to be an inde¬ 

pendent recollection, your Honor. 

THE COURT: He says it is. It is his 
recollection of the custom and he doesn't know anything 
that made anybody deviate from the custom. 

MR. SAGOR: One last question. 

THE COURT: It still is his word. He doesn't 

have any piece of paper to show the 15th. 

Mr. Brill is right about that. On the other hand, the 
jury will recall that he has already testified that the 
date of October 2nd was a phony date that they put in 
in order to backdate it. So obviously it is not going 
to he found in the books and records. That doesn't 
necessarily mean that he is telling the truth or h« is not 
telling the truth. It will be up to the jury to 
determine. 

MR. SAGOR: 0..u last moment with Mr. 

Eisenstein. 

Q On Government's Exhibit 26C for identification 
was there a purchase by Mrs. Eisenstein on October 22, 

1970? 

A There is a payment on October 22. 

MR. BRILL: He is not testifying ab* it his 


i 
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recollection now. He is testifying about something in a 
book. That is what I object to. 

THE COURT: Do you want me to repeat what 

I just said? 

MR. BRILL: No. 

Q Did she purchase other stock on or about the 

20th? 

A She purchased other stock on the 20th, yes. 

Q When did you receive payment from Mrs. 

Bxsenstein for this other stock she purchased on or 
about the 20th? 

A On the 22nd. 

MR. SAGOR: At this time, your Honor, the 

government offers 26A for identification and 26C for iden¬ 
tification, the ledqer sheets for Mrs. Eisenstein and 
First New York Equities. 

THE WITNESS: I don't know how to open the 

book. 

MR. SAGOR: Mr. Hughes, if we have it here, 

we can help. 

THE COURT: 26 what? 

MR. SAGOR: 26A and 26C. 

THE COURT: 26A is First New York Equities? 

MR. SAGOR: Yes, your Honor. 
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THE COURT: This book only shows the date 

the payment was received from the customer, is that 
right? 

) 

MR. SAGOR: Yes, your Honor. I am sorry. 

THE COURT: It does not show the date when 

the confirmation slip was sent out, is that right? 

THE WITNESS: It shows a date which is not a 

true date. 

THE COURT: It shows a date which is not the 
true date but it doesn't show the date when it actually 
was sent out according to your statement. 

THE WITNESS: That's right. 

THE COURT: What are you going to gain 

from it? 


MR. SAGOR: Just she ng, your Honor, the 

sale was close on the heels of the receipt from the 
customer, that a sale didn't take place on October 2 

and the customer oaid October 29th. We think that is 
probative. 


MR. BRILL: 
MR. SAGOR: 
THE COURT: 
MR. BRILL: 


I object to that statement. 
The Court asked a question. 
I will aJlow it. 

May we see that,please? 


THE COURT: 


Sure. 








I 


1 
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MR. BRILLt Could m havs the book on that, please. 


3 

tha gansral ledger, capital accounts? 


4 

Is this tha ganaral ladgar? 


5 

MR. SAGORt it is in your possesilon, Mr. Brill* 


6 

MR. BRILL* I don't hava tha ganaral ladgar. Is 


7 

this tha ganaral ladgar? 


8 

MR. SAGORi No. 


9 

THE COURT t While wa ars pausing here, so tha 


10 

jury can understand, you look for tha book, so wa don't waste 


11 

time, whan you speak of capital, it swans aoney which people 

i 


12 

put into tha company which is this contribution to tha 

t * 


13 

company, and they own tha subject to creditors that they owe 

I 

14 

aoney to, either who land thea aoney or do business with 

I 

15 

f 

then and so on. 

1 

16 

Then there are also creditors who aake loans 


17 

to the company. They don't own the company, but they 


18 

lend aoney to tha ooapany or they sail thaa something and tak< 

1 

i 

19 

a note for it, and those people are called creditors. 


20 

Now, than Mr. Brill swntionad, or rather Mr. 


21 

Schiffswn mentioned something called a subordinated loan, 


22 

and that's not as complicated as it sounds. It siaply 


23 

| 

swans that somebody who makes a subordinated loan is 



24 


willing that othar crsditors should ba paid first and in casa 
thara isn't anough money laft ha gats stucl. 
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If thsre is enough Money left, he will get paid 
eventually. And that is what he called a subordinated loan. 
He subordinates his own interest to the interest of other 
people, other people who lent then ss>ney. 

So that when a brokerage house — this is quite 
connon, I take it — has a capital account, it is either put 
in as capital or, in order to protect anybody who deals 
with then as a creditor, it is frequently put in as 
a subordinated loan, which Mans everybody gets their 

noney back before the person who puts the subordinated loan 
in. 

Now you go ahead. 
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THE COURT: I'll leave that to the jury. 

As I understand it — see if I understand you, 
Mr. Witness — during September, when they were first 
selling the stock. Miller was supposed to do the selling 
and you kind of stood by, is that right? 

THE WITNESS: That is correct. 

TUE COURT: Then in October, when it got hot, 
you really started to sell the stock yourself with the 
others, is that correct? 

THE WITNESS: That's correct. They had much 
more to do with the sale. They hau more customers. I 
wasn't particularly a retailer. I didn't really sell stock 
that much. But they did, 

THE COURT: Is this a good stopping place, Mr. 

Brill? 

MR. BRILL: Yes, sir, it is. 

THE COURT: All right, ladies and gentlemen of 
the jury, we are going to recess now until tomorrow morning 
at ten o'clock promptly, and, as I said before, don't dis¬ 
cuss thecase and don't let anyone discuss it with you and 
don't form any final opinion as to the .guilt or Innocence 
of the defendants until the matter is finally submitted to 


2S 


you. 


* * * 
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A 


Well, I woull sav it was Kelly, Andrews and 


Bradley's income. 


0 Tt wasn't Mr. Milker's? 


A .40. 

MR. SAOOR: Your Honor, excu : me. 

Q And who^e was tho S12,000? 

MR. SAGOR: Could your Honor explain to the 

jury jiat the corporation is taxed separately from £h 
individual, just that fact alone? 

THE COURT: Yes. I thought he answered 

the corporation. 

Actually inthe tax law this money is received 
by a corporation, normally it is a business corporation, 
the stockholders of the company don't have to pay income 
tax on that, the corporation pays income tax. And 
gen- . .illy what is left after the corporation pays the inco 
tax is .ometime s given out in what is called a dividend. 

Now, when the stockholder gets the dividend, 
then he pays income tax on the dividend. Otherwise, in 
every business corporation, every day they sell goods; 
in General Motors, every time they sell a car, somebody 
who owns stock in General Motors doesn't have to pay an 
income tax. rhatis obvious. It is only at the end. 


when thev divvy i U|< a little bit, and the individual 
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2 

stockholder gets the money, then they pay Income tax. 


3 

Here there is some question, which I am not 


4 

going to go into now, as to whether the money, if money 


5 

was paid, and that is for you to decide, went to the 


6 

corporation, that is, the stock brokerage firm of Kelly, 


7 

Andrews and Bi tdley or wiuher it was intended to go directly 


8 

to the individuals concerned, namely Mr. Schiffman, Mr. 


1 

Miller and Mr. Bassani and Mr. Scheer. 


10 

All riaht. That's enough on that. 


n 

MR. BRILL: In view of vour Honor's state- 


12 

ment, which I must regard as a ruling, I am somewhat 


13 

limited. Could I come to the side bar? There is 


14 

something that troubles me about your Honor's statement. 


15 

THE COURT: Bure. 


16 

(At the side bar) 


17 

MR. MRILT• What bothers me is that in 


18 

your It . >r*s definition f tax liability your Honor did 


19 

not indicate that this being a losed corporation. 


20 

the income could and might very well be attributed bv the 


21 

inte. ..al revenue service as constructive dividend and 


22 

taxable. 


23 

THE COURT- No. Only if it's a sub- 


24 

chanter S. 


26 

. BRILL: It mav not be distributed 

1 
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income. It may be undistributed. 

THE COURT: Oh, that is such a complicated 


thing. 

MR. BRILL: That is the point. And that 

is v it bother mo about it. 

THE COURT: No, no, no. It would have to 

be ii. excess of capital requirements and all the rest. 

The old 102? Is that what you are talking about? 

MR. BRILL: Yes. 

THE COURT: That has nothing to do with this 

case. I am not going to confuse the jury about that. 

I thought you were going to sav that in the 
nature of things a bribe certainly can't go to the corpora¬ 
tion, it has t go to the individuals, and that is a point 
you may want to make. And also I'll take a 
request to charge on that subject. But all I did was to 
give them a general picture. But this is a good valid 
point you miaht have there. I don't know. See what I 
mean? 

MR. BRILL: Yes, sir. 

(In open court) 

MR. KLEIN: May I nroceed, your Honor? 


THE ( >URT : 


Yes. please 
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BY MR.KLEIN: 

0 Do you know what a 1244 corporation is? 

A I don't think so. I might if you explained 

it. 

0 Do you know what a personal holding corporation 

is? 

I 

A You mean one individual sets up a corporation? j 
THE COURT: Now, look, a sbockbrokerane house 

i not a personal holdino company So let's foroet 

about it. You are lust confusing the issue. 

O How would vou treat an actual loan by either 

you, Mr. Miller or Mr. Scheer to KAB on the books? 

A The same wav that these entries were made, 

as a loan from the particular individual to the corproation. 
C Thank you. 

Now, you testified, I believe, that vou back¬ 
dated certain items? 

A Correct. 

0 What items did ou backdate? 

A Confirmation tickets on the sale of Cadgie 
Taylor. 

n Anything else that you backdated? 

A Well, by the vers mature of backdating the 

confirmation, the general lodger and the customers' account 


* * * 
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MR. MARCUS: I would like then introduced 

into evidence. 

MR. SAGOR: May I see then? 

MR. MARCUS: Of course. 

MR. SAGOR: What paqe? 

MR. MARCUS: Paqe 56, second section. 

MR. SAGOR: Which tombstone? 

MR. MARCUS: Both. The whole paqe is 

introduced, paqe 56. 

MR. SAGOR: Sure, no objection. 

(Defendant Peis Exhibit E was received in 
evidence) 

Q Mr. Schiffman, when was this alleqed payeff 
actually consummated? 

A On I believe it was November 5, 1970. 

Q And on that date, Kelly, Andrews and Bradley 
received this alleqed $40,000? 

A That's the day that Z saw it, yes. 

Q Do you know who brc iqht the money over? 

A I believe Scheer picked it up. 

0 The que*Lion I asked you was who brouqht it 

over. 

MR. SAGOR: Excuse me, your Honor,over to 

where, Peis Securities, Kelly, Andrews and Bradley? 
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MR. MARCUS: To Kelly, Andrews and Bradley. 

MR. SAGOR: Prom where? 

THE COURT: He answered the best he knows. 

He said Scheer picked it up. You can ask him where he 
picked it up, if he knows. 

Q Who brought the money to Kelly, Andrews and 
Bradley? 

A As I said, the best I can remember is Perry 
Scheer. 

Q Were you there at the time the money was 
delivered t.iere? 

A No. 

0 So you don't know for a fact who brought the 

* 

money over? 

A Well, as far as I can recall, I remember a 
conversation in wf ~h I «,.>t the understanding that 
Scneer brought it over. 

Q And the first time you saw it was when on 
November 5th? 

A In the afternoon, after I had returned from 

lunch. 

Q When with regard to the closing was this cash 
delivered? 


MR. SAGOk: 


I object, your Honor 
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THE COURT: I didn't hear you. 

MR. MARCUS: When with regard to the closing 

of the deal, the closing of the issue, was this money 
brought over -- 

THE COURT: We haven't heard anything yet 

about a closing. 

MR. SAGOR: That is my objection. 

THE COURT: Normally, ladies and gentlemen, 

a closing is a legal word of art that refers to, for 
example I think you will best understand it if you buy 
a house, for example, there comes a time when you pay the 
money over and you sign a mortgage and so on. That's 
called a closing. it's a closing of the transaction is 
what it really means. In these underwritings sosietimes 
it is complicated and you have a big closing in which money 
is paid over and the stock is turned over or papers are 
signed and all sorts of things, but there has been no 
testiiaony here about any normal closing. 

The testimony simply is that a check for the 
pro< oeda was paid over by Kelly, Andrews and Bradley 
to Feis Securities, theunderwriter. 

MR. SAGOR: One modification. Four checks. 

THE COURT: Four checks, but the same thing, 
the proceeds. 
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\ MR. MARCUS: May I have Exhibits 12, 13, 

14 and 15 in evidence? Government's Exhibits. 

May I approach the witness, your Honor? 

THE COURT: Yes. 

MR. MARCUS: Thank you. 

> 

Q These four checks are the four checks that 

you have stated were delivered by Kelly, Andrews and 
Bradley to Peis Securities, is that correct, sir? 

A Correct. 

Q And then as his Honor just stated the delivery 

of the money was at the time of the closing? 

A Not that I know of at all. I don't know 
when there was an official closing here. I don't know 

when it actually took place, the closing, when the 

/ 

s tck was delivered. 

MR. SAGOR: Could your Honor explain 

to the jury that a closing takes place between the company 
Cadgie Taylor and the underwriter Peis Securities whereby 
Peis Securities turns over to the company the money as 
opposed — 

MR. KLEIN: I will object to this. The 

prosecutor is not testifying. The proof is supposed 
to come from the witness' mouth on the stand. 

Tilt: COURT: He is asking me to explain a 
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legal situation. 

MR. KLEIN: Then he should ask at the side 

bar. I disagree with the explanation. 

q Isn't it a common practice for the participating 
firm such as this to be at the closing where they receive 
the money? 

A When who receives the money? 

Q You sent this money over after you had completed 
your sales, i tha correct? 

A Sure, not before. After all the money was in. 

THE COURT: I dind't hear that. 

$ 

Q Kelly, Andrews and Bradley sent the money to 
Peis after they had completed their sales of stock, 
correct? 

A Correct. 

Q So, therefore, thsre could not be a closing 

between Feis and Ca <ie Taylor until that money was 
delivered, is that correct? 

A In this situation, yes, I would say that is 
con t. It could have been, but it would not be 
normal. 

Q But as far as you know, to the best >f your 

i 

knowledge, that didn't take place? 

THE COURT: What didn't take place? 


TT 








1 
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hurting you, tell me and I will stop. 

The question is do you know if there was a 
for-al closing between f’eis Securities and the Cadgie 
Taylor Securities in which Peis Securities turned over 
the proceeds of the underwriting? 

THE WITNESS: I don’t know when there was 

a formal closing, if there was one, your Honor. 

THE COURT: Then I will sustain the objection 

by the government. If he doesn't know, he doesn't know 
what came first. 

MR. SAG>‘R: I have no objection to Mr. 

Marcus' question as long as it is clear whju. proceeds he 
was referring to. I just didn't understand the question. 

I have no objection to the question, your Honor. 

THE COURT: What is the question? 

(Question read) 

THE COURT: That's what I thought the question 

was. He doesn't know if it was before or after if he 
doesn't know when it took place. Is that right? 

What do you want to say, Mr. Klein — anything 

important? 

MR. KLEIN: No, not important, your Honor. 

THE Cl JKT- All right, next. Objection 

sustained. 
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I 

MR. KLEIN: I may point out there was no 

objection. 

HIE COURT: j. am objecting. It is my duty 

to see that the witness isn't confused. Counsel is not 
attempting to confuse the witness but it is apparent to 
me as a suitter of logic if he doesn't know whether somethinq 
went before or after. 

J 

MR. KLEI.4: The prosecutor asked what money 

I 

were we talking about . Mr. Marcus asked the witness a 
series of questions about the four checks, the proceeds 
t r the sale that Kell'', Andrews and Bradley sent over to 
Peis. That was the only money he was talking about. 

The prosecutor got up and said, "What money are we talking 
about"? 

If tuere was ai.y confusion in the prosecutor's 

l 

mind, Mr. Marcus cleared it up and said "The four 
checks." He said, "Then I have no objection." 

MR. SAGOR: Okay, I will object now, if that 

will help. 

THE COURT: I will sustain the objection. 

i 

I have to make sure there is no confusion here. I don't 
care who objects. Go ahead, you may proceed. 

MR. MARCUS: Thank you, sir. 


* * * 
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THE COURT: When did you get the stock to 
deliver to your customers, the Cadgie Taylor stock, as you 
recall it? 


THE WITNESS: I think the 4th of November. 

I think that was the first time I got stock. 

THE COURT: You got stock the 4th of November. 


So d; ..»'t you infer from that that somewhere before the 
4th of November Feis Securities had turned over the proceeds 
to Cadgie Taylor or Cadgie Taylor wouldn't have given them 

I 

the stock to give to you? 

THE WITNESS: Right; or on the 4th of 

November. 

THE COURT. Or on the 4th. 

I 

THE WITNESS: Yes. 

MR. MARCUS: Thank you very much, your Honor. 


i 
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A It was discussed. Mr. Feis was the first one to 
bring it up, as I testified, that he only had until—120 
days or four ...onths, which was the 5th of October, and so 
that's when I said that I would backdate all of the billing 
that was going out from Kelly, Andrews and Bradley to the 
2nd of October. 

J When you said that you would backdate, what, 
if anything, did Mr. Ridland say after you said that? 

A That if it has to be done, all right. 

Q I direct your attention to the phrase, "If not 

completely sold." 

Would you tell the members of the jury the moaning 
of the word "sold"? 

MR. BRILL: That is objected to, if your Honor 
Pl* d * e » He is not testifying as an expert. 

THE COURT: 1 will sustain it as to form. 

Do you understand the practice or custom of the 
trade in connect on with new issues? 

THE WITNESS: Yes, yo..r Honor. 

THE COURT: In relation to this subject? 

THE WITNESS: Yes, a best-efforts underwriting. 

Q Was this a best-efforts underwriting? 

A Yes, it was. 

Q In connection— 
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THE COURT: You may explain, then, the difference 
between a best-efforts underwriting and a firm underwriting. 

THE WITNESS: This was a best-efforts, all or 
none underwriting, which meant that the underwriter had to 
use his best efforts to sell all of the securities. If he 
only sold a part of the securities, it was not enough. The 
full amount in the prospectus had to be sold. If it 
wasn't sold by a certain date, all of the money that was 
collected up to that point had to be returned to the cus¬ 
tomers. 

In a firr underwriting, that is where the under¬ 
writer guarantees the sale of the securities. He actually 
pays for the securities to the company whether he sells all 
of the securities or not. This was a best-efforts, all-or- 
none underwriting. 

MR. SAGOR: Your Honor, may I note the phrase 
on page one of the prospectus "the underwriter will use 'his 
best-efforts'?" 

THE COURT: Yes. You can understand that the 
reason for it is, ladies and gentlemen, that suppose you want, 
to sell $250,000 worth and you only sell $10,000 worth. Wei: , 


25 


if I am one of those who bought the 10,000, I might say, tha 
isn't enough to launch a company or have them do what they 
say they are going to do in a prospectus. You had better 
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* 



give me ray money back." 

So it is provided that unless all is sold and it 
is announced in the prospectus, then you get your money 
back. 

Go ahead. 

Q Can you tell us whether or not the word "sold” 
includes receipt oi the proceeds? 

MR. BRILLS That is objected to, if your Honor 
nlease. It calls for an intei^rotation, an operation of 

i 

the mind. 

THE COURT: Is there any argument about it, Mr. 
Brill, technically? 

Come up to the bench i f you have anything else 
I don't understand. 

(At the side bar.) 

I 

THE COURTS What is it all about, this thing? 

What are you trying to do? 

MR. SAGOR: ne will testify that it was a practice 
in the industry, understood, that "sold" meant not only 
sale but meant receipt of the proceeds. Indeed, this docu¬ 
ment will be offered through a subsequent witness from the 
SEC who will show that in the underwriting agreement, para¬ 
graph 206, it specifically says "it is hereby agreed betwee i 
the company and t'ie underwriter that unless the entire 125,0)0 


• * * 
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(In open court.) 

Q ir. Schiffman, just one more question in this re¬ 

gard. 

When you said before that the entries were false, 
can you tell us whether or not the money was actually re¬ 
ceived in connection with the entry? 

MR. DRILL: That's objected to, if your Honor 
please. , 

THE COURT: Overruled. 

A We actually received the $40,000, yes. 

MR. DRILL: That is not the question. 

MR. SAGOR: That is not the question. 

Mk. DRILL: I move to strike the answer if your 
lionor please. 

THE COURT: Yes. Strike the answer. Start all 

over. 

U I just meant with respect to the individual entry 
of $10,000, for example. 

can you tell us whether or not you received 
$10,000 in cash on that date in Kelley, Andrews and Bradley, 
to deposit it? 

A Yes, we deposited $10,000. 

Q And similarly with the 24,000, that too was de¬ 
posited? 
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MR. BRILL: 12,000. 

MR. SAGoR: 12,000. I am sorry. 

A Yes. 

THi COURT: And you didn'* nut down the true 

source, is that what it is? 

A That's correct. 

THE COURT: Okay. ' 

BY MR. SAGOR: 

I • 

Q Let's move . Mr. Schiffman, in answer to Mr. 

| 

I 

Brill's question— ' 

MR. KLEIN: Your Honor, I wc .Id take exception 
to your Honor's paraphrasing of the last remark. j 

THE COURT: All right. 

Q Mr. Schiffman, Mr. Brill asked yov why, or asked 
you among the reasons why, you testified here. Do you renem-i 
oer that? 

MR. U- ILL: I am sure I never asked why, Judqe. 

MR. SAGOR: No, he didn't. 

THE COURT: You did ask him about his motive. 

MR. BRILL: I did it in a proper legal way. Your 
Honor so ruled. 

MR. SAGOR: T am going to do it in a picper legal 
way now, too. 

THE COURT: He is just introducing it, that's alii 
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You may proceed. 

Q Mr. Schiffman, would you tell the members of the 
jury why? 

MK. BRILL: I am going to object to that, if 
your Honor please. 

THE COURT: Overruled. You raised it in cross 
exaiuination. 

A I had pleaded guilty to indictments because I 


was guilty of the crimes that I pleaded quilty to and I 
was, asked to tell what happened and I agreed to testify 
because it is the truth. 


MR. i KILL: I move to strike the last pa>t of 

- | 

that, "because it is the truth." 

MR. KLLItJ: We is certifying his own check. 

| 

THE COURT: Motion den: 1. 

MR. DRILL: Respectfully except. 

Q Now, moving on, Mr. Schiffman, do you remember 
yesterday, in the afternoon, in answer to Mr. Brill's 


question, you admitted that y >u had once lied to an Assistant 


United States Attorney? Do you remember that? 

A Yes. 

0 When did you in fact, if you did, lie to an 
Assistant United States Attorney? 

A I was summoned to an offi n of an Assistant Unite 
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i 


You are finished with this line. What is your 
next line? While we are up here, tell him so we can discuss 
it. 

•tR. sagor: I air. just touching upon references, 
failure to name Midland in the testimony, very little more. ! 

THE COURT: But this one I won't allow. T *hink 
it is too much. 

MR. BRILL: I think. Judge, in order to comply 
with the requirements nt the Second Circuit, I have to ask 
your Honor to instruct the jury to disregard that answer to 
which I objected. 

i 

THE COURT: Yes. 

MR. BRILL: And— 

THE COURT: I am denying your request. All right. 

MR. BRILL: And I respectfully except. 

THE COURT: All right. 

I 

(In open court.) 

HY HR. SACOR: j 

Q Mr. dchiffman, yesterday afternoon Mr. Klein 
asked you wheth you had tola any of the customers that you 
called up to seii Cadgie Taylor's stock to in October of 
1970—whether you told any customers that there was a 
$40,000 payoff. Do you remember being asked that question? 
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Q And do you remember what your answer was? 

A My answer w..s no. 

U Or "of course not." 

Would you tell the me<..i>uxs of the jury why you 
didn't tell any of y<,.*r customers that you called up that 
there was a $40,000 payoff? 

MR. KLINE: Objected to, your Honor. 

THE COURT: objection overruled. It is right in 
the line ol the cross examination. 

A Well — 

MR. dRILL: Will your Honor regard that I have 
renewed the motion and the reiuest .n the light of that. 

I 

THE COURT: Yes. 

MR. uKILL: Thank you, sir. 

A It would be admitting a crime to th. m, and I 
doubt if that would have enticed them to buy the stock. 

! 

0 To your knowled.e, would the SEC or the NASD 

I 

I 

approve a prospectus in which there was an indication of a 
$40,000 commission? 

MR. KLEIN: Objected to, your Honor. 

THE COURT: Sustained. 

Q Do you remember Mr. Klein asking you about whether 
you testified in the Grand .Jury about--strike that—whether 
you ever mentioned Mr. Midland's name, carman Ridland, in 


k 
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1 

2 

the Grand Jury? Do you remember that? 

3 

A Yes. 

4 

g Mr. Schiffman, can ^ ,u tell the members of the 

5 

jury sitting here whether or not you had referred to Mr. 

6 

Ridland in your Gruud Jury testimony? 

# 

MR. KLEIN: Objected to, your Honor. 

8 

THE COURT: Yes. It is too broad a thing. You j 

9 

say he didn't name him and yet he referred to him? How , 

10 

can you refer to somebody withou*- naming him? 

11 

MR. SAGOR: All right. I'll proceed on that 

12 

basis. 

13 

THE COURT: On what basis? 

14 

MR. SAGOR: I'm showing how someone can refer to 

15 

someone without naming him. 

16 

THE COURT: /ou had better do that first. I 

17 

am not saying you can't but I just don't see it offhand. 

18 

MR. KLEIN: Would your Honor please instruct the 

1 

19 

jury t r disregard the colloquy? 

1 

THE COURT: Disregard the colloquy. 

21 

g Mr. Schiffman, for the help of defense counsel. 


b.A. 7, 12/22/72. 


Mr. Schiffman, were you asked this question and 

24 

did you give the following answer— 

25 

MR. KLEIN: I am going to object to this as being 
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2 | 

improper redirect and inproper use of a prior star#nt or 


3 

this particular witness by the prosecution. 


4 

THE COURT: Overruled in the context of what has 


5 

l 

happened. 

1 


6 

MR. UR ILL.: Shouldn’t you first ask a question as 

"\ 

7 

| 

we were required to do befoie he go*- to this. 

t 


8 

THE COURT: He did. 


9 

MR. SAONOR: I'll he glad. You objected to the 


10 j 

question. 


11 

THE COURT: You ob]ected to the question. He 


12 

did as best he could. but I would suggest you show these 



13 

gentlemen the . hing you .are going to read before • >u read it 


14 

1 

so we don't 1 ive another catfight here. 


15 | 

MR. SAOOR: I think they know it. Paqe 7. 


16 

MR. HULL: Just wait a minute. 


1. 

(Pause. ) 


18 

MR. KI.ETI: What he is attemoting to do is sub- i 


19 

stitute grand jury testimony which no defense counsel was 



20 

present at-- 



21 

MR. SAGOR: I am going to object to the charac- 



22 

terization that no defense counsel was present. 



23 

MR PRILL: That certainly was true. There was 



24 

no defense counsel present at the qrand jury, and the law 



25 

doesn ' tpermit the defense counsel to be present at the 



■ • ' 
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- 

grand jury. 


3 

' 

MR. F.AOOR: Could the jury be instructed that 


4 

the defense counsel can be present outside the grand jury 

• 

5 

room. 


6 

THE COURT: Yes, I am surprised at all of /ou. 

1 

7 

That includes every one of you. The most ridiculous thing 


8 

I have heard. 


9 

Go ahead. 

10 

BY MR. SAGOR: 

11 

Q Mr. Schiffman, were you asked this question and 


12 

did you give the followinq answer: 


13 

"guestioi. Now, several days after this, did 


14 

ther< come a time when you again met Mr. Feis and Mr. Steel 


15 

and with another individual, which individual was--and I 


16 

emphasize the word "principal"--in this company, Cadgie 


17 

Taylor? 


18 

* 

"Answer. Y«a." 


19 

Were y ■»! asked that question and did you give 


20 

that answer? 


21 

A Yes. 


22 

THE COURT: Who was that g.-ntloman? 


23 

Mr. Ridland. 


24 

Q Uuestion-- 

I 

I 

2T 

MR. BRILL: There is no such word as I emphasise 

I 


I 
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in this statement, Judge. 

Th< a are no such ,ords as "I emphasize" which 
Mr. Sagor just read. 

MR SAGOR: I didn't object when Mr. Marcus did 
that very same thing. 

THE COURT: I am getting more con.used hv the 

minute 


MR. DRILL: Mr. Sagor in this question purported!v 
r«s »d from the Gran 1 Jury testimony of this witness, and he 
read "with another individual, which individual I emphasize,"! 
and there are no such words in this grand jury testimony. 

THE COURT: I didn't hear that. You shouldn't 

I 

say that. 

MR. UACOR: The other counsel did. I'll desist 

from it. 

THE COURT: Yo must not do that. When you read 
you don't i.ave to say each time it is in quotes or inverted 

i 

J 

commas or whatever you wai to say. 

MR. SAGOR I th-rnght I made it clear by my 
inflection. I 


THE t IRT: 
when you are reading. 

MR. f: GOR: 


You certainly should not interpolate 
Disregard that "emphasize". 

I'll read it again. 


THE COURT: 


Rend it straight. 
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2 

MB. KLEIN: before you do, I respectfully except 

1 

3 

to your Honor's question to the witness as indicating to 


4 

the ymnd jury that the name was mentioned. It was not 


5 

mentioned. 


6 

THE COURT: To ti.e grand jury? You mean to this 


7 

jury. 


8 

MR. KLEIN: To the jury, your Honor-- 


9 

THE COURT: The name was not mentioned. It is 

i 

10 

perfectly clear. There v .is a refen nee to a person who 

11 

was an officer or a principal, principal of Cadgie Taylor, 

12 

and somebody, you or Mr. brill or somebody, raised Hie ques-i 

13 

tion of whether he ha.l ever mentioned Mr. Ridland before. 

li 

So he said he didn't mention him by n.dne but he j 

15 

did mention him by status. So I am now clarifying it by 

16 

asking him, ai the answer can be either yes or no, who 

17 

did he mean, and his answer was he meant Mr. Ridland when in 


18 

the grand jury he sail, the principal was there. 


19 



20 



21 


I 

22 



23 



24 



25 
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He didn't your donor. It is all i n 
Attorney who asked the qu, .tion. 
That was the answer to the Court's 


MR. KLt. 1 j; All he said was yes. 

TdK COURT: It has been answered. 

BY MR. SAGOR: 

0 Mr. Schiliman, can you tell us who you were 
referring to by the word "principal"? 

A Yes. 

THE COURT: I just asked hiin that. 

Question. Or at least an individual w)o was 

represented by Mr. Steel end professed es bein, a principal 
in this company? 

"Answer. Yes, sir." 

nere you asked that questi. and did you give that; 

answer? 

A Yes, sir. 

0 dues-ion. And was that meetina at the offices 

of Kelly, Andrews and biadley? 

| 

• Answer. Yes, sir." 

I 

Were you asked that question and did you give 
that answer? 

I 

A Yes. 


I 
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0 "question. Present for that meetina besides 
yourself, Messrs. Feis, Steel and this principal, were there 
other people who were associated with Kelly, Andrews and 
Bradley? 

"Answer. Correct." 

Wow, going on. SA 9, gentlemen, 12/22/72. 

Were you .isked the followinq questions an>l did 
you give the following answers. 

"Question. Jiv the way, was he the president of 
the firm, as far as you knew? 

"Answer. Yes, sir. 

Were you asked that 
that answer? 

A Yes. 

Q Who were you referring to as the president of 

the company? 

A Mr. kinland. 

MR. SAGOR: Your Honor, may we note in (k>vern- 
ment's Lxhibit 1, the prospectus, that on page 11 under 
name and address under office, president and treasurer, his 
name C. Carman Ridland appears? 

Tiiy COURT: Yes, that's in evidence. 

Q "Question. Ami lie was a gentleman who had arrive I 

from whei . as far as you rci.iemher being told by‘--the exact 


•• 

question and did you give 
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spelling here is F-e-i-r. Ma*' I .issuinc that is a typo¬ 
graphical e. jr for »eis, your honor. 

TiiE COURT: For what? 

MR. SAGOR: 1 am reading it exactly. I don't 

I 

want to interpret. 

TdE COURT: What? 

I 

MR. SAGOR: The word Feis appears here is F-e-i-r, 
Q "And/or Steel? 

"Answer. I was told hie waS on the lecture tour 
in Nova Scotia, at thie prior meeting, and they were qoinu 

| 

to call him and he would come down to New York for the 

' 

meeting that we had set up. 

i 

Were you asked that question and did you give thiaf 

answer'. 

A Yes. 

'A j 

Q Mo ing on. I will just do another one, your 

lionoi 

MR. BRILL: This is just reading the questions put 
by a prosecutor, which puts the words in the mouth of a 
witness before the grand jury. I object to it, Judqe. 

THE r.i. RT: overruled. 

Q MTC-2, 12/22/72. 

Were you asked this question and did you give the 


following answer. 
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aid just h Lnq marked now. They are all in evidence. 

MR. BRILL: Yes, it is. I took it out for the 
purpose oi showing it to the witness. 

u I show you Exhibit *5, consisting of three 
sheets, and ask you to tell us whether or not this is another 
one of those unusual situations in which there was a cor¬ 
rected confirmation? 

A Yes. 

THE COURT: What was the correction? That is what 

I don't understand. 

MR. BRILL: I was just coming t » that. Judge. 

& Can you tell us, please, what was the correction 
anu the reason that prompted the necessity for sending the 
corrected confirmation on the date of October 28, 1970? 

A There is no indication on here, so 1 wouldn't know. 

Q You have no idea? 

A Wo. 

Q Now, I show you M-l and ask you to tell us if 

this exhibit, consisting of four sheets, isn't another 
instance of a corrected confirmation being sent out? 

A Correct. 

Q And do you know what the correction was that was 

made on that? 


A 


Well, they seem to be the same so I can't tell 
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COURT: Maybe I can help you. I looked at 
them. Take a look at tie trading slip, when it was actuall 
traded. That's October 28, isn't it? 


THL WITNESS: That's correct, it was traded on 


October 28. 

lib >l!KT: And look at the slip you sent out as 
to when it was confirmed. is that October 29? 

I 

Tilt WITNESS: ies, th^ wrong date. It is dated 
October 29 and then it is dateu on the stamp on the trading 
slip, winch is Oct*.her 28. 

0 Does the trading ticket show the time of day on 
which the transaction was made? 

j 

A V. ., it does. It's the same one, by the way, 
on che other one. It is the same mistake. 

U Excuse me, please. Does it show that it was 

made at j. 42 p.m. on the 28th? 

I 

A No. It says- I think it is 3:10 or 3:13. 

Q it was af*er the market closed, right? 

A No, the counter market stays open after the 
Exchange does. 

J And the bookkeeping department at the end of the 
day, when it gets these, sends out conformations either 
for that day or the next day, right? 


S 
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A We^l, they send out conformations for the (late 
that the trace was made. 

THE COURT: But in this case apparently they 
didn't, they sent it out the next day? 

THE WITNESS: By mistake they typed in the wrong 
date so they sent out a corrected one. 

I 

j 

1 And that happened frequently, is that right? 

A I don't know. It may have happened one day or 

it may have happened on other occasions. 

Q Like the difference between 28th and 29th, that's 
a typographical mistake? 

A It's a transposition. The. transposed the date 
on the trading ticket. 

I 

Q And that hai .ned not only on B-l but on A-5? 

A It uay have happened on all the trades that dav. 

Q ilow about thi3 one on 10/27? That is a corrected 
confirmation. You can't tell it happened on that date, 

I 

can you? 

THE COURT: Have you got the trading slip there? 
Mk. BRILL: Yes, there is, Judge. 

A The trading slip is dated October 27 but we don't 
nave ^ue original of this. All we have is the corrected 
f te. So I don't know what the e erection is on this one 


at all. 















MR. DRILL: Yes, .t is. 

THE COURT: Let's go to something else. 

MR. DRILL: May I iust pass then to the -jury, 

your Honor? 

TUB COURT: Yes. 

MR. llRlj.L: Together with 0 in evidence. 

THE COURT: Let me ask the witness son**thinq. 
In the street dealing with an over-the-counter 
market, when another brokerage house buys the tool , they 
make a record at the time of the purchase and if you are 
selling you made a record at the time of the sale? 




gwe 11 


114a 

Schiffmar. - recross 


754 


I 


TUB WITNESS: Correct. 

THE COURT.* And if you send them the wrong date, 
the otht t firm is likely to call u ( > and say, "We bought 
it yesterday, not today," is that right? 

THE WITNESS: That's right. It must match. 

THE COURT: Could that he the reason why you 
sometimes have a correction? 

THE wiTNii^S: Yes, it could be. 

(Mr. Brill hands documents to the jury.) 

BY MR. BRILL: 

Q Since you began to testify h^re on Monday of this 
week, have you seen any other witness in this case? 


A 

I saw a w.tness waiting in the witness room 

today. 

I saw him today when 

I went out during the -unch 

break. 



Q 

he's the only one? 


A 

That's correct. 


Q 

Did you talk to him about th< case? 

A 

Not about the case 

, no. 

Q 

No conversation at 

all about it? 

A 

Not concerning the 

case. 

Q 

I beg youi pardon? 


A 

Mot concerning the 

case, no. 

U 

Did you talk about 

your testimony? 


* * * 
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(In the robing room) 

MR. SAGOR: Your mor, with respect to 

Schiffman, it will just be another few minutes. I didn’t 
ask for this meetinq in connection with that. 

The next witness is going to be Dominick Bas- 
sani, and a problem occurred before which I want to bring 
to the Court's attention. 

At the break, during the luncheon recess, in 
connection with his testifying I started to speak to him. 
Mr. Doonan was in the room. We asked Mr. Bassani if he 
could recognize Mr. Ridland and Mr. Steel and Mr. Peis, as 
we had done before, and he said he could. 

Unfortunately, and inadvertently, thereafter 
Mi. Doonan said the three of them would be sitting inside 
the rail. I bring this to the Court's attention. 

I thereafter left and spoke to my office for 
instruction. I told Mr- Doonan to no longer talk to Mr. 
Bassani at the moment, and I came back and told Mr. Bassani 
to disregard anything that Mr. Doonan said, they s^y or may 
not be in the courtroom, they may or may not be in the 
inside rail. I bring this to the Court's attention for 
whatever action you want to take. 

THE COURT: I think v^\t uc ought to do is 


let them sit with the lawy. s then a .d let a lawyer or two 
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ait in tha back and see what they do. 


MR. KLEIN: That is very serious, your Honor, 
because my client told me he never met Mr. Bassani. ' 

THE COURT: I didn't say it isn't serious. 

I am trying to straighten it out. 

All right, what shoulc I do? 

i 

I 

MR. BRILL: I think your Honor's suggestion is 

I 

a good one. I think they could all be moved right up to 

i 

the table and sit with u.. 

THE C\/'iRT: Yes. 

MR. SAGOR: Just two other things. 

i 

One. Bassani has identified all three of them 
in * photo spread a few weeks ago. I could show that to 

■ 

defense counsel, though I don't think this is a case of 
Identification. 

I 

MR. BRILL: Well, now I think we have reached j 

a point at which the s ilousness of the problem really rises 
to some proportion. 

THE COURT: What do you mean? 

MR. BRILL: Photographs three- /eeks before 

the trial. 

MR. SAGOR: I'm sorry. There are many other 

photographs in the spread. There are just not three; maybe 
eight. or ten. I don't know how many. I forget. I'll 


i 

I 
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be glad to show that to you. 

MR. KLEIN: Wa'll probably go into a Wade 
hearing — no, not a Wade hearing, a Simmons casa. 

MR. SAGOR: That doc. not give the right to 

have counsel present at a ph tograph showing. 

MR. KLEIN: We also have a Messiah situation — 

. 

not a Messiah. We have a situation where, after indictment 

and prior to trial, you show photographs to a Government 

* . ! 

witness, a prosecution witness, in which the defendants' 

pictures are included. I think we have to have an inquiry 
into it. 

MR. BRILL: I aiu going to me e to exclude the 

testimony of Mr. Bassani , your Honor, on the basis of that ac^tior 
on the part of the prosecution. 

| 

THE COURT: What action? 

. I 

MR. BRILL: Showing him the photographs of 

the defendants three wa«-ks in advance of the trial. What 
putnose would there . i in doing this? 

I 

THE COURT: It is a spread of photographs. 

MR. BRILL: And, your Honor, this occurs at a 
time when the prosecution knows that B.. .sani is going to be 
a witness. 

I 

MR. SAGOR: Yes, of course. I see no prob¬ 

lem with that. 

j 
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fr«a to talk to anyone whom he wanted. 

3 

THE <’OURT: Yes. I think I remember that. 

4 

MR. SAGOR: I specifically told him. 

3 

Anyway, let me flesh out the rest of it. After i 

G 

I gave Bassani those instructions, he told me that he in 

7 

fact had seen Mr. midland in the hallway while he was 

8 

w&itin 9 for the recess and indicated to me on his own motion 

y 

that . had seen Mr. Ridland and Mr. Ridland looked the same 

10 

to him as he had done before. 

11 

MR. BRILL: On the photographs. 

12 

MU. SAGOR: No, no, no; from his viewing Riu 

13 

lanu ..hen he met Ridland. 

14 

^ it me helt you while we are fleshing cut this 

15 

issue. The prime icason, by the way, that he remembers 

'G 

Hi Hand is because Ridland looks to him like Tom Landry of 

i. 

the Dallas Cowboys, and my little knowledge of football 

18 

tells me that that's so. 

iy 

Anyway you w. it to handle it, we are prepared 


2d 

to put in the pictures if you want to make an issue of it 


21 

and to ha >e a lineup at this point, if you want to make an 


22 

issue of it. I don't think there is z'eally an issue here. 


23 

but I b ing it to me Court's attention as an officer of the 


‘2A 

Court. 


25 

MR. KLEIN: What was the purpose of showing him 

i 

i 
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photograph*, if he wau sure of trie identification in the 
first place? 

MR. SAGOK; Because this code was transferred 
to me. I was not the prosecutor who presented it in the 
grand jury, and as a rule 1 do have photo spreads in a case 
that I am not familiar with. I wanted to see if he truly 
recognized Mr. Ridland, and I wanted to evaluate, myself, 
his ova reaction to the picture. And he spotted him right 
away. 

THE COURT: I'll say this. If you insist on 
a Simmons hearing or something of that kind. I'll do it. 

If you feel it is necessary, if it is going to get you any¬ 
where, i'll do it. I don't know. Yo . are not dealing 
here with an instant identification on a bank robbery, 

I 

where they see a man for a minute and a half and he is 
waring a ski mask. This is allegedly a group of people 

I 

who sat with them for, t suppose, at least a half hour or 
an hour. 

MR. SAGOR: I think the Bassani connection 

i» — well. Steel and Feis were up there constantly. 

With respect to Ridland, the meeting, I think, 
with Bassani wou.J be about five minutes. 

THL COURT: Five minutes. 

hK. KLEIN: Similar to a bank robbery. 


* * * 
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2 

1 1 

MR. LsRILLs That is objected to, if your Honor 

1 i 

3 

please. This is not proper re-redirect examination. 

i 

4 

THIS COURT: It is. You ate overruled. You may 


5 

oiswer. 

1 

6 

A Well, as I testified to, all of the stock was 


7 

decided to be billed on October 2nd, all of the stock that 


8 

we were going to sell in the underwriting. 


9 

So some of the customers that were billed in 

1 

1 

10 

September, all of the billing was fe-done and dated Octol-er 

11 

1 

2nd. 

| 

12 

n 

U t-jc stock sold after October 2nd, what, if any- 

13 

thing, was put on the copy of the customer’s advice? 

i 

14 

A Stock that hail been sold in September? 


15 

0 Wo, stock sold after October 5th. 


16 

A All of it was put October 5nd, and the ones that 


17 

were billed were corrected. 


18 

U Fo. example, in accordance with your testimony j 


19 

it stock was sold on October 20th, what would the confirma¬ 


20 

tion slip say? 


21 

A October 2nd. 


22 

Q Thai confitmation slip would say corrected copy, 


23 

too? 


24 

A It may or may not. 


25 

J If it did not, what would it say? j 

| J 
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MR. BRILL: That's objected to as speculative. 

THU COURT: It is speculative. 

Let me ask you something: 

There are two kinds of sales that you made, one 
with private people and the other with brokerage houses, 
is that right? 

i 

T1IL WITNESS: That's right, your Honor. 

THE COURT: Now, when you sold to a private 

I 

person, and you had a wing date on, did you get any protest 
generally or any conversation about it? 

i 

THE WITNESS: Wo. 

I 

i 

THE COURT: When you sold to brokers and you haJ I 

| 

a wrong date, did you have a request for a re-billing? 

Tu.i WITNESS: You would automatically get a 
request if there was a mistake to a broker/ 

Q To your knowledge, what, if anything, was said 
to customers about the October 2nd billing, to ycur 
knowledge? 


A That that was the date that it was going to be 
billed on, October 2nd, pay no attention to it. 

j Directi, f your attention to Defendant's Exhibit 
A-4, do you remember that was a purchase by Kelly, Andrews 

I 

and Tadley from Chernok, I believe, for $2.25; do you rememier 


that ? 
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•> 

! 

A Ye;. 

3 

And do you remember Mr. brill asking you why vo u 

4 

Lought stock at $2.25 which you did not think was worth 

5 

$7, do you remember that? 1 

J 

6 

A Yes. 

i 

7 

f 

MR. LUULL: I didn't ask that question, Judge. 

8 

I asked if it was the same stock he bought that he sold f >r 

9 

$2 which he said wasn’t worth $2 winch o paid $2.25. 

10 

Tllb COURT: You asked him whether he bought back 

11 

stock which he t .ought was worth less at $2 and a quarter. 

12 

• iR. HULL: That's more 'closely it. It is nor 

la 

the thing Mr. Sauor is saying. 

14 

Tlir: COURT: Let me straighten ,t out, if nobod/ 

15 

minds. 

1 

16 

i 

I think you were asked whether you bought back 

17 

stock for $2 and a quarter which you thought was worth lesj i 

i 

16 

“‘* 4 y° u t it for your own account t » own it, is that 

19 

correct? 

1 

20 

T!!E UITtlKSS: I was asked if I did that, yes, and 

21 

if I testified that I thought it was wo th less, and l said 

22 

yes. \ 

I 

23 

i.t. '.COR: Thank yon, your 1 donor. 

i 

1 

1 

24 

Q dow, I will ask you to explain to the members of 

j 

25 

the ju„y why you r*u chafed stock in late ctober for $2,05 



* * * 

\ j 



\ 
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A Yes, of course. 

MR. BRILL: Thank you. 

MR. SAGOR: Your Honor, I am not disputing 

thut. I am bringing out something else. 

THE COURT: You are not disputing it but vou 

are casting doubt on a very simple issue,it seems to me, 
what Mr. Brill said is what you have already established. 

MR. SAGOR: No doubt. Both of you 

established the same thing. 

BY MR. SAGOR: 

0 Mr. Schiffman, how many people was it your 
understanding that purchased Cadgie Taylor stock as a 
new ii,_ u? 

MR. BRILL: I object to this. Now we 

are in the re-re-redirect. 

THE COURT: Let me ask >ou a simple thing. 

Did one person buy the whole 100,000 shares? 

THE WITNESS: No, your lionor. 

0 Did more than one person buy the 100,000 
shares? 

A Yes. 

Q Did a lot of people buy the 100,000 shares? 

K Yes. 

THE C^'RT: The number is unimoortant. 
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MR. SAOOR: Thank you. 


BY MR. DRILL: 


And they are all listed on Exhibit D? 

MR. SAGOR: That is my objection. That is 


not so. 


Q They are all listed on Exhibit D, is that so? 

THE COURT: n e said some other brokers sold 

it to their customers and it would not be listed on 
Exhibit D. Is that . .rrect? 

THE WITNESS: Yes. 

THE COURT: Now it is straightened out. 

MR. BRILL: Thcnk you very much. 

(Witness excused) 

THE COURT: Go inside and remain there. 

Don't talk to anybody els> 

i-adi.es and qentlemen, e have some legal 
work to do. So I will excuse you now and again admonish 
you not to discuss the case and not let anyone discuss 
it with you and don't form a final opinion as to the 
guilt or innocence of the defendants until the case is 
submitted to you. De here at id o'ciock tomrrow and 
we'l’ see if we can proceed at that time. 

THE CLERK: Jurors excused until 10 a.m. 

tomrrow morning. 


* * * 
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i 

I 

2 

A 

I believe it was the early part of September, 

I 

3 

right around the 15th. 

j 

i 

4 

Q 

I 

Anybody else present? 


5 

A 

Mr. Stuart Schiffman was present. 

1 

6 

Q 

Anybody else? 

i 

/ 

A 

No one else was in the office when I was 

i 

| 

8 

there. 


i 

9 

Q 

How long — who introduced you to Mr. Ridland? 


10 

A 

Mr. SchifjpRidit. 

| 

11 

Q 

And how long was Mr. Ridland in your presence? 


12 

A 

No more ►han five minutes, probably less. 


13 

Q 

Th* was the first time you had seen him? 


14 

A 

That was the first tim* and only time I had 


- 15 

seen him. 



16 

0 

First and only time? 


17 

A 

That's correct. 

% 

e 18 

0 

Did there come a time when you were indicted 


19 

in this case? 


20 

A 

Yes, there did. 


21 

0 

And then you pleaded guiltv? 


22 

A 

Yes, I did. 


23 

Q 

Were you at any time shown a photograph of Mr. 

1 

1 

24 

Ridland by 

anybody in the prosecutor's office? 

1 

25 

A 

I was shown a number of Photographs. There 

I 

_1 
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was appr ximately, I would say, ten, and I was asked to 

I 

pick out from that grouping of photoqraphs anyone that I 
knew. Mr. Ridland's photograph was among them. 

I 

0 And do you know whether the other photographs, 

.he other persons or likenesses were similar in appearance 
to Mr. Ridland? 

A I can't remember. I picked ou* four or five 

i 

of the people in there. I can't remember right now what th* 
others looked like. 

0 Do you know how tall any of them were? 

i 

A No. These weie not full photographs. They 
were Just from approximately the chest up, I would 


imagine. 


Do you know w .ether or not the others 


had iimilar character!jtics? 

A I cannot remember, sir. 

0 Do you know whether «ny of the others -- the 
photographs of h .\y of the others had hair on their head? 
A I can't remember. 


VUE COURT: Who showed you these photoaraohs. 


Mr. Bassani? 


Mr. Doonan. 


THE COURT: Mr. Who? 

TIIE WITNESS: Mr. Doonan. 


f- 
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S 

Q Mr. Doonan is an investigator for the U. S. 
Attorney's office, is that right? 

A That's correct. 

THE COURT: About when was it he showed you 


these pictures, if you recall? 


THE WITNESS: 


In the last couple of weeks. 


three weeks, two weeks. I don't recall exactly when. 

0 This was after you decided to become a 
witness for the prosecution in this case, is that riqht? 

A Yes, that's correct. 

0 Did Mr Doonan tell you that this was a case 
involving Mr. Ridland, Mr. Feis and Mr. Steel? 

A No. Mr. Doonan took out a package of 
photographs and he said to me, "Pick out who you know 
here." - And that was it. He didn't mention Cadgie 
Taylor, he didn't mention the case, he didn't mention 
anything, and I proceeded to picn out. Because there 
were people there other than involved in this case. 

Q But you knew you were going to testify in this 
case. Is that right? 

A i knew I was going to testify in ttts case. 

0 And you knew who the defendants were in this 

case, didn't you? 

A I knew that when I was indicted. 
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Q So when you were preparing for this case and 

he asked ysu to pick out who you knew, you understood he 
Meant Mr. Pais, Mr. Steel and Mr. Ridland, the co¬ 
defendants remaining in this case, is that right? 

A No, because this was not the first time 
Mr. Doonan had showed me photographs and asked me to pick 
people out. Until I opeued the packet, I didn’t know 
what was there or what it was in regards to. It could 
have been in regards to another investigation. 

0 Let me stay with the photographs. Do you 
honestly and truthfully say at this moment that the 


identification vou just made of Mr. Ridland is an inde¬ 


pendent recollection of your less than five-minute meeting 
four years before or is it possible that you are saying 


Mr. Ridland is the same person that you identified from 
the photograph? 

A I had a very good recollection of what Mr. 

Ridland looked like. 

Q Let me ask you this, then.- Absent the snowing, 
the intervening showing, of the photographs, would vou 
have been ajle to identify Mr. Ridland? 

A Yes. 

0 Did you have a conversattion with Mr. Doonan 

in the witness room a little while ago? 
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A 

Yes, I talked with Mr. Doonan and Mr. Sagor. 

Q 

Did Mr. Doonan tell you that the three 


defendants 

, Rxdland, Peis and Steel, were grouped 


together sitting inside the rail of this court? 


A 

He di say that, yes 


Q 

Was Mr. Sagor rresent when Mr. Doonan told 

youthat? 



A 

Yes, he was. 


Q 

What, if anything, did Mr. Sagor say? 


A 

Mr. Sagor — l don't remember his exact 


words, but 

they were to the effect "You should not 

have 

said that. 

■ 


Q 

What eii. „ .as said by Mr. Doonan as to 

the 

id# 5 tification of the three remaining defendants in 

this 

case? 



A 

You mean just now ourside? 

( 

Q 

YEs. 


•X 

Other than they were sitting inside the 


rail, nothing. 

I 


MR. KLEIN: Would your Honor bear with 

me 

for just a 

moment? 



THE COURT: Yes. 



(Pause) 

i 


MR. KLEIN: May I ask for tn£ production of the 


t 
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photos in the packet that was exhibited to Mr. Bassani? 

MR. SAGOR: Yes, your Honor, we will produce 

them. 

MR. KLEIN: Fur each time he was shown the 

photographs. 

MR. SAGOR: Excuse me. 

MR. KLEIN: Mr. bassani testified he was 

shown photographs on other occasions by Mr. Doonan. 

° How many other occasions were there, Mr. 

Bassani? 

A Once or twice. , 

Q And were you ble to identify Mr. Ridland 
each one of those times? 

A No. What I was saying to you before was 
that when he showed me photographs on other occasions, 
they had no bearing on this case. They were involvino 
other cases. So that I didn't know wh;** he was showing 
me until I opened it up aid looked i i see who was there. 

THE COURT: How many times were you shown 

the batch of photos which to your ^collection showed 
Mr. Ridland? 

THE WITNESS: Only that once. 

THP COURT: That is what Mr. Klein wants. 


(Pause) 



I 
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MR. KLEIN: May the record indicate I have 

bee:i handed a packet of ten photos — 

1HE COURT: You don't have to indicate 

anything. The package can be marked as an exhibit, if 
you wish it to be. 

Q Let me ask you if you recognize now all these 
pictures as being shown to you at that time, as being the 
same photos that were shown to you (handing)? 

A I recognize -.ome of them. i couldn't swear 
to all of them. 

U During that Inns than fiva-ainu :a eonveraation 
four yaara ago - vouid you pleaaa pick out tha ones 
you don't recognize? 

A I recognize the ones that, you know, that I 
h«d picked out that day. 

Q I am talking about the others. 

A The others I don't know if they are the same 
or not, because I didn't recognize the fac js then. 


■ 


i 





♦ 
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‘i 

0 

You look, at these pictures. I've extracted the 


3 

ones of 

Mr. Feis, Mr. Steel ana Mr. Ridland. 


! 

l 


4 

A 

This one I recognize (indicating) . 


1 

j 


5 

Q 

I ask you, tell me how many of those 

ha e black 



6 

hair? 





7 

A 

'lne pictures are in black and white. 


: 

j 

1 


8 

Q 

How mnny of those have hair? 



9 


MR. SAGOR: Where? 

! 

i 1 


10 


MR. KLKIN: On their head. 

f 


ll 

A 

This one has a full head of hair; this one has 


12 

a full head of hair; thin one has a full head oi 

hair and 


13 

it is a* 

ceding, it appears. This is cut very short and 


14 

receding 

. This one has a full head of hair. This one is 


15 

receding 

. And this one has a full hend of hair. 



16 

Q 

Now, do you see Mr. Ridland? Do you 

sec Mr. 


17 

Ridland 

there (in l :'ating)? 



18 

A 

Yes, 1 do. 

r'j 

j 


19 

0 

Would you say he is bald? 

i 

I 

i 


20 

A 

Yes. 




21 

I 

Q 

Do you see any other baldheaded n-»n 

in these 



22 

seven pictures that you all <;<au had a full head 

or recedinq 



23 

hair? 





24 

A 

Nr ' 




25 

0 

Do y. u see any there with mustaches? 




** ' J. 
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A Two. 

Q Did you ever see Mr. Ridland with a mustache? 

A Not as I remember him, no. 

Q Did you ever see him with hair on his head? 

A No, definitely not. 

Q Is Mr. Ridland Caucasian? 

A Yes. 

Q Anybody in those photographs who is not Caucasian? 
A No. 

U (Indicati ,). 

A excuse me. One. 

Q Uow is that? 

A I don't know. They are a., black and white. 

You can't tell. It is very difficult. 

0 During the less than fi’'e-minute conference 
cr meetino that you say you had with Mr. Ridland and the 
other gentlemen four years ago, what, if anythinq, what, if 

i 

any, words were exchanged between you and Mi. Ridland? j 

A Other than saying hello, there was no conversa- | 
tion bs tween myself and Mr. Ridland. Hr was talkinq about 
the company and the properties that they had and what he 
expected to be done wit>> it. 

I listened to it for a ccurle of minutes and I 
walked out. I left him with Mr. Sch<ffman. 
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While you were there, what words did you hear 
h*m say to Mr. Shiftman? 

A He was talking about the properties that the 
Cadgie Taylor Company had, in terms of their potential, 
the program of drilling that he was going to go into, and 
that was really the conversation that he was having and 
that was about it. I didn't stay very long. I don't 
even think I wu« there five minutes. It may have been less. 

Q You don't recall any other conversation that 
you heard? 

A No. I was not — I wasn't interested, really. 

MR. KLEIN: Your Honor, at this time I am going 
to ask that these be marke individually as to the descrip¬ 
tion given! / the witness. I ask that the photographs of 
Mr. Steel be marked. 

(Defendant Ridland Exhibit A was marxed 
for identif.cation.) 

MR. KLEIN: And Mr. Feis. 

(Defendant Ridland Exhibit B was marked 
for identification.) 

MU. K..E1N: Mr. Ridland. 

(Defendant Ridland Exhibit C was marked 
fn, identification.) 

THL COU.TT: Do you want to mark the others as 


* 
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one batch? 

MR. KLEIN: No. I would like to mark them 
separately, I chink. 

THE COURT: Well, do xt. It i. aimo.t 4:30. 

Take them all and give them consecutive numbers, all the 
rest. 

BY MR. KLEIN: 

Q Was Mr. Ridland present or did he have his 

attorney pr...„t .t th. of your viewing the photographs? 

A No. 

I 

Q You testified that you picked four or five out 
of the ten? 

I 

A Yes. 

0 And who are the others Lesides the three defend¬ 
ants in this case? 

I 

I 

A Arnie Widlit* — 

Q Which one is he? ! 

I 

A I put him aside for you before. And the other ! 

ones — 

THE COURT: Take them back, then. Pick out 
widlit* and give him a letter. 

U Who else besides Widlitz? 

I 

A Ceorge Van Aiken 

! 

THE COURT: This is Widlit*. D is Widlit*. 
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I! 

xxxx 2 

3 

4 

5 

6 

7 

8 

xxxx 9 
10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


(Defendant Ridland Exhibit D was marked 
for identification.) 

Q Who is the other fellow? 

A Georqe Van Aiken. 

THE COURT: Georqe who? 

THE WITNESS: Van Aiken. 

THE COURT: All right, lie is E. 

(Defendant Ridland Exhibit L was marked 

• i 

for identification.) 

Q Do you know any of the other people who you 
haven't mentioned? 

A No. 

Q Do I understand that you knew Feis before? 

A Yeu. 

Q You knew Mr. Steel before? 

A Yes. 

Q You knew Mr Widlitz bcK.re? 

A I had in. t Mr. Widlitz twice. I think. 

Q And you knew Mr. Aiken? 

A Van Aiken. I had met him a couple of times, yes. 
0 That is four of the nine, is that correct? 

A That's correct. 

THE COUi.T: Who else did you recognize? Any 
other photos? 

A Just those five, your Honor. 

Tilt C0U{Bt,i., Jut. W>s*s, (Men.. ■ 
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I 

Q So that actually, other than Mr. Midland's photo, 
there were five other photos shown to you whosi you did not 
know of persons with whom you were not acquainted. 

I 

THE COURT* Rephrase that question. You are 
mixing yourself up. 

Q You were shown ten photos, am I correct? j 

j 

A That's correct. 

i 

0 One of which you identified as Mr. Ridland. 

A That's correct. 

0 Pour of which you knew. 

THE COtitT: He says five. 

A Pour I identified besides Mr. Ridland. 

Q Besides Mr. Ridland. 

I 

A That's correct. 

I 

Q And there were five unidentified strangers to 

| 

you in the photograph. 

A That's correct. 

i 

I 

0 And of those strangers they all had hair, and 
would you say th-t their facial characteristics were 
different than Mr. Midland's? 

A Yes. 

THE COURT: What was the conversation with Mr. 
Doonan that preceded his showing you pictures, do you recallj 
THE WITNESS: Mr. Sagor was talking to me and 






jg 2 


818 


139a 

Bassani-cross 

asking me some questions, and I think he asked Mr. Doonan — 
I don't remember exactly —if he had something, I don't 
know, a copy of the indictment or something he was talking 
about - I think, -Do you have that to put in?" And I think 
he asked me, you know — I don't know; I think he asked me, 
"You've identified him?- And I think Tom said — 

MR. BkILL: I can't hear the witness, your 




I 


Honor. 

THE WITNESS: I think Mr. Sagor asked me, you 

know, about identifying him. I don't know if he asked 
Mr. Doonan about thephotos and at that point Mr. Doonan 
said, you know, that they were sitting inside the railing. 

BY MR. KLEIN: 

0 When he said to Mr. Doonan something about the 
indictident, he meant the indictment in this case? 

j 

A I don't know if it was that or, you know, some¬ 
thing else. 

Q Of the five other persons in th*. photographs — 

A Yes. 

Q — had you seen their pictures before during any 
of the other photograph show kae gs? 

A I couldn't say. 

l 

Q Is it possible that they were in those other 

i 

groups? 
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A I just couldn't say. I don't remember. 

| 

THE COURT t Lot me ask you this on the form 
of it. Were you asked whether you could identify Mr. 

Ridland or were you asked which of these people in the ten 
photographs do you know and who are they? 

THE WITNESS: I was asked to pick out who Z 

knew there, and I was given the batch of photographs. 

Q May I see the photographs from the other showings? 

THE COURT: Are you going to be long? 

i 

MR. KLEIN: No. I just want to see if they 

have the same people in there, the same other unidentified 


people. 


THE COURT: Do you have a packet of the others 

1 

that were shown? 


MR. SAGOR: Your Honor, I'm told we don't have 

j 

any other pictures. 

THE COURT: All right. 

I 

MR.KLEIN: Will the Government represent, make 
a representation, as to whether any of these unidentified 
five, whether their photographs were in the other photograph 
lineups? 

MR. SAGOR: I didn't hear. I'll just report 

• i 

what Mr. Doonan has told me: that he does not have packets I 

; 

from the other cases that he had asked him about, or from 
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ths other times that he had asked him about. 

THE COURT: it is four-thirty and I've got to 

let the reporter go and I've got pretrial hearings that 
will probably run until six. So what I suggest we do is 
meet at 9.30 tomorrow morning, because I told the jury to 

°°“* in t#n * * nd ***•»» we can proceed with the re* t of 
this hearing. 

MR. KLEIN: Hay I ask that the witness be 

instructed not to discuss this with the prosecution? 

THE COURT: Definitely. 

Don't discuss anything with the U. S. Attorney's 


offi. 


Schiffaan. 


MR. KLEIN: Or Mr. Schiffman. 

THE COURT: or with the defense, or with Mr. 


MR. KLEIN: Is Mr. Schiffman being directed to 


return here tomorrow morning also? 

THE COURTi I haven't done it yet, but the 
United States Attorney ,.an do that. I don't have to direct 
him. 

MR. KLEIN: Mr. Sagor was going to find out 

from Mr. Doonan whether Mr. Schiffman had also been shown 
any photographs. 

THE COURT! He'll do that. He'll report 


mi 
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A Yes. 

0 And did you discuss this csss with him? 

A Yes, I did. 

0 And than ha showed you a packet of photographs 
and asked you — is that right? 

A He did not show me a packet of photographs. Mr. 
Doonan gave me a packet of photographs. 

0 After you went through the photographs, did you 
continue your conversation with Mr. Sagor? 

A Yes. 

0 So in the midst of the conversation about this 
case a packet of photographs was handed to you and you 
were asked if you could pick out anybody in there, is that 
right? 

A Approximately, yes. 

* 

0 Didn't you understand they were asking you — 
if you could identify anybody in this case? 

A When I was given the packet of photographs, ho, 
because on other occasions when I was being interviewed 
about other things I was given photographs to look at that 
were totally unrelated to it. So I didn't draw that conclu¬ 
sion. You know, I wasn't propped to look at photographs 
that day. 

0 When was the last time you spoke to anybody 
in the prosecutor's office? 


* * * 
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MR, KLEIN? At this time, your Honor, I would lilts 
to invite your Honor's attention to page 820. 

"Mr. Kleins May I ask that the witness be 
instructed not to discuss this with the prosecution? 

■The Courts Definitely. Don't discuss anything 
with the U. S. Attorney's office. 

"Mr. Kleins Or Mr. Schiffman. 

"The Courts or with the defense or with Mr. 
Schiffman." 

THE COURTs Discuss anything, meaning anything about 
the case, I suppose. 

All right, I've given you quite a bit of leeway 
now, Mr. Klein, and unless you have some new point I would 
like to ask you to desist from further cross examination. 

MR. KLEINs I think if your Honor does that you 
are curtailing my right to cross examination. I haven't 
completed it. 

THE COURTs if you want to make a record, go 

ahead. 

MR. KLEINs Not for the purpose of a record. 

I have a duty. And your Honor has done this in front — 

THE COURTs You keep repeating the same thing, is 
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what I'm talking about. That could go on, you know, like a 
six-day bicycle race. 
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I'll try not to rspsat. 

Don't repaat and I'll givs you all 


tha leeway you want. 


BY MR. KLEIN? 

0 were you indicted in two other cases? 

% 

A Yes. 

0 One of which was obstructing ~ 

THE COURT: I am not going to allow credibility 
now. This is merely for me on the question of whether or 
not there was a taint in the identification. 

MR. KLEIN* All right. I just wanted to show he 
had an inducement to identify him here. 

THE COURT! you don't have to show ms anything. 
That is not my province at the moment. 

0 were you told when you were asked to oosm down 
to Mr. Sagor's office, that among the things they wanted 
you for was, besides iiscussing the case, was to identify 
some photos? 

A No. I was just told to come down to the office. 

0 Is it your testimony that the photograph of Mr. 

Rldland which you identified from this packet is a good 
likeness of Mr. Ridland? 

A A good likeness. 

o If you close yoru eyes, do you have a vision 


* * * 
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A Yes. 

O And Widlitz* picture and Van Aiken'a picture, right 


You mean you just got Van Aiken's picture in there 


by chance? 

A Yes. 

o How about Widlitz* picture? By chance? 

A No. Widlitz, Feis — I believe it was Widlitz. 

I'm not sure on Widlitz. Feis, Ridland and Steel, those 
three pictures were gotten by Mr. Sagor from the Marshal's 
office. 

O By name? 

A By name. And he asked me to make duplicate copies 
of those pictures. 

I made copies of those pictures and I then went 
down to the Marshal's office and just went — they had a drawe 
I pulled the drawer out and I asked them for seven or eight 
pictures to be pulled out. And he pulled the pictures out for 
me. Z took those pictures and went upstairs and I made 
copies of them. 

0 Did you tell him that you wanted pictures of 
Negroes or white people * 

A I told him I wanted pictures of white people and 
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pictures of people who were dressed in suits so they ell woulc 
look alike. 

O And you are telling us now that Widlits and ^ 
van Aiken's pictures were in there out of those seven or 
eight that he picked? 

A Definitely Van Aiken, yes. I'm not sure about 
Midiits, whether I had widlits' picture already or not. 

O Do you know how many pictures the Marshal had 

downstairs? 

A Yes. 

O About how many? 

A I would have to take a guess, 
o Guess. 

A A couple of thousand. 

0 And can you compute the orders on Mr. Van Aiken's 
picture being in there? 

A Mr. Klein, I'm tellin.j you what happened. And what 
I'm saying is the truth. 

0 You asked him to give you pictures of men wearing 
suits who all looked alike, is that right? 

A /e s. 

o Now, does Mr. Feis, Mr. steel and Mr. Ridland, 
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do they look alike to each other? 

A No, they don't look alike. 
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0 Did you ask for pictures of men with bald heads? 
A No. 

0 Did you ask for pictures of men wearing glasses? 
A No. 

MR.KLEIN? I have no further questions. 

Oh. excuse me. 

0 The other afternoon Mr. Bassani came into the 

t 

witness room and you saw him, is that right? 

A Yes. 

0 Did you have a conversation with him? 

A Yes. 

0 And what did you tell him? 

A I had asked him if he knew who Steel and Ridland 
was, and he said yes. And I said, "Well, they are sitting 
by the rail in the back." 

0 You pointed out the location in the courtroom, 

is that right? 

A That's what I'said. 

THE COURT? why did you say that? 

THE witness? I don't know. It was done without 
malice and it was strictly an innocent comment, really. I 
mean if I thought there was anything wrong with it I would 
have never said it. 

o Your interest in this case as investigator or 


/ 

/ 
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aa to insure prosecution and a verdict of guilty, is that 
correct? 

A (No response.) 

O Aren't you interested in the prosecution of this 

case? 

A I am. 

O And isn't it important that the witnesses identify 
the defendants? 

A Well, it is important, yes. But I'm not here 
to insure that we win, if that's what you are trying to 
say. 


25 






149a 

gwrf 3a am 1 Doonan-direct 846 

BY MR. KLEIN? 

0 You volunteered the location of defendants in the 
courtroom. Were you unsure of the identification? 

A No, I wasn't. 

0 Were you unsure.that Mr. Bassani would be able 
to identify these people? 

A No. 

0 You were certain he knew what they looked like? 

A As far as I knew what they looked like. 

0 so there was no need, really, then, to point out 

their location, was there? 

A No, and I didn't do it for that purpose. 

THE COURT? I am trying to figure out why you did 

it. 

THE WITNESS? First of all, I didn't know it was 
wrong to say what I said, to begin with. 

THE COURT? it is not a question of right or wrong 
of what was your reason for saying it. 

THE witness? i think I was just making conversation 
with him. The only thing I was doing was making conversation 
and it didn't dawn on me there was anything wrong with it. 

I spoke with Mr. Sagor about it and I thought in my mind 
a ^ er * did it and he had told me r had done something wrong, 

I was thinking, all right, if they just move them around 


* * • 









f 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


150a 

gwrf 4 Doonan-direct 849 

A I really don't recall. He My hava. 

0 Old you admoniah him not to walk to the door 
during the recesa because the defendants were there and there 
might be conversation or what? 

A No, I said nothing to him at all about walking. 

0 Did you tell him to walk and try to pick out who 

they were? 

A No, sir. 

0 Did he tell you that he saw Mr. Ridland in the 
corridor? 

A Yes, he did. 

0 Then you know he looked into the corridor, is 
that right? 

A He didn't tell me he was standing there looking 
into the corridor. He may have come up at the elevator at 
that time. 

O Where did he say he saw Mr. Ridland? 

A He didn't say. He just said he saw him in the 

hallway. He didn't say where he was. 

O He wasn't behind the wall? 

A He may have been out in the hallway there when he 

a 

saw him. He may have been coming up the elevator. 

0 Did he volunteer this or did you ask hlmi 
"Did you recognise any of the defendants?" 
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A 1 think he volunteered it. 

O Like you volunteered the suggestion to him the 
defendants are sitting in this location, like you volunteered 
he volunteered, is that right? 

A I wasn't suggesting to him anything. I made the 

% 

comment and in my mind I wasn't suggesting anything to 
him. 

o If he knew Mr. Ridland, if he could identify him, 
why do you think he said, "Oh, I saw" — did he say, "I 
think I saw Mr. Ridland in the corridor,” or "I saw him in 
the corridor"? 

A I believe he said, ”1 saw him in the corridor.” 

O Why did he make a point of that? Did he say he saw 
the others in the corridor? 

A No. I think this came up after I had made 
that conment to him. I felt pretty bad after I said it and 
I didn't say anything. Mr. Sagor said that I had made a 
mistake and I shouldn't have said that. 

0 What did you tell Mr. Bassani when you showed him 
the photographs? What did you say to him? 

A I took the photographs and I spread them all 
out on the desk and I said to Mr. Bassani, "Can you identify 
anybody in those pictures?” 

That is all. I gave him no names. 

O Did you make it clear to him that the subject 
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MR. SAGOR: Mr. Doonan whispered to me whan Mr. 
Baaaani aaid he had Bean some pravloua records, and Mr. Doom 
aald hla recollection waa refreshed by a prior allowing. It 
you want to, you can inquire. It doean't matter to me. 

There is a seeming inconsistence. 

MR. KLEIN: Thera is an inconsistence. Do you 
want to call Mr. Doonan back to the stand? 



MR. SAGOR: I do not. 

MR. KLEIN: I ask the prosecutor's comments not 
be taken as evidence. 

the COURT: Is there anything else? 

MR. KLEIN: I would like to move. 

THE COURT: Move. 

MR. KLEIN: I move that the identification—the 
first motion is at identification of Mr. Midland by this 
witness be stricken and he be precluded from Identifying him. 

THE COURT: I will deny the motion. Let ms state 
the reasons on the record. In the first plaoe, I want to 
commend Mr. Sagor, the Assistant United States Attorney, for 
bringing this matter to the Court's attention, whloh defease 
counsel knew nothing about. 

Secondly, I am sorry that Mr. Doonan made the 
remark he did and I believe that all employees of the proseoi 
tlon should be cautioned against—specifically cautioned 
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against even inadvertently suggestions about the identifi¬ 
cation of witnesses in courtrooms. We recognise that in most 
cases tried in this building, certainly were there any 

f' 

single defendants, the defendant generally is sitting with 
his lawyer. It is a common practice simply to say, do you 
see the defendant in the courtroom, which one is he. It is 
obvious who it is. It couldn't be anyone else. 

So it is not pressed for the very simple reason 
that in most cases it is an identification simply for the 
record. 

Now, with respect to two defendants here, that 
is obviously true, that as far as Nr. Steel and Nr. Peis 
are concerned. Nr. Bassani apparently met them on a number 
of occasions and knows them. As far as Nr. Ridland is con¬ 
cerned, he said he met him once. 

But this is not a case of a fleeting identifica¬ 
tion in a bank robbery where a suggested photograph might 
create an identification or make it impermissibly suggestive 
as the Court said in several of these cases. 

Here we have a case where a man came into discuss 
an underwriting, said he was the president of the company, 
discussed the affairs of the company, was introduoed by the 
name Ridland, the witness had a fair opportunity to observe 
him, the witness had a particularly mnemonic device in this 
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caaa because of his apparent belief that the defendant Mid¬ 
land looked like a well-known coach of the Dallas Cowboys. 

» f 

Now, I want to say further however, that Z think 
the practice used by the Government here, if it had any 

• 

indication there was an identification problem, was wrong., 
that you can't for the purpose of identification, make a 
batch of photographs which do not contain any of a similar 
visage. The idea of showing photographs where one man is 
bald and all the others have hair is certainly not a proper 
type of photographic showing, and I want to caution the 
United States attorney it is not the way to do it. 

The reason I assume it was done that way is becau 
there was no question about whether or not there was an iden* 
tification, and if that's so, however, it is rather diffiw 
cult to understand why these pictures were shown at all in 


this case. 


It is not a case, as I say, of a bank robbery. 


The Government went fairly close to the edge in taking a risk 
in showing photographs. 

However, I convinced by the de m eanor of 
Mr. sassani, by the circumstances that I have related that 
his identification in the courtroom during the hearing of 
Mr. Midland was not a tainted identification based on this 
unfortunate series of events created by the Government. 
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Now, what I will do, then, is to deny the motion, 

Mr. Klein and allow you to croae examine Mr. Bassani with 

respect to the identification with as great leeway as you 

A. 

had in this hearing with respect to his credibility on the 
identification, but I am going to let it go to the jury on t\ e 

question of the weight. 

The reason I am doing that is because of these 

errors by the Government. 

MR. KLEIN: Your Honor, let me point out two 

things. Your Honor touched on one, and that is it was an 
unfair photographic lineup, which your Honor pointed out. 

Secondly, whether or not inadvertent. Hr. Doonan'i 

actions really tainted the situation here. 

THE COURT: Let me state for the record on that 

and I should have stated it, that so called taint I believe 
was effectively removal by the lineup which We created in 
which the defendants were removed from the seats where they 
were at the time and Mr. Doonan pointed them out. I inten¬ 
tionally mixed them up with the lawyers and it is my view, 
and I stated on the record, that they were so mixed up that 
any prior pointing out by Mr. Doonan was completely vitiated, 
MR. KLEIN: Except there was an intervening 
.ncident and that was between the time Mr. Doonan pointed out 
the location and the time that the witness came in and iden- 




865 



gwe 8 156a 

tified Mr. Ridland in the mixed up seating arrangement, he 
testified he had seen Mr. Ridland in the corridor. So three 
weeks after being shown the photographs and having Mr. 

Doonan point them out-- 

THE COURT: Under all the circumstances, it seems 
to me I am certainly going to believe Mr. Bassani to the 
point of allowing him to testify in this case, and you may, 

of course, attack him on cross examination. 

\ 

MR. KLEIN: Would your Honor permit us to call 
Mr. Doonan as a witness and let the jury decide the weight 
of it. 

THE COURT: No. 

MR. KLEIN: They should have the full picture of 
what went on. 

THE COURT: No. 

MR. KLEIN: I can develop it through Mr. Basaani 

then. 

THE COURT: Mr. Bassani has been answered truth¬ 
fully and you nave all you need from him to attack him on 
his credibility on the weight of the evidance. 

MR. KLEIN: Your Honor, on another point and not 
intending to be presumptuous, or impertinent, I am making 
this outside the jury's presence, perhaps your Honor doesn't 
realize this, at this point I would like to move for the 
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withdrawal of a juror and the declaration of a mistrial— 

I say this most respectfully— 

THE COURT: Go ahead. 

t 

MR. KLEIN: If your Honor's attempt to make sure 
the jury understands what this case is all about, your Honor 
has invaded the witness stand and has become interchangeable 
with the witness. 

Unfortunately, your Honor's instructions, which 
I have no quarrel with, your Honor's instructions are most 
illuminating, came while the Government witness Schiffman is 
on the stand, and what the Government prosecutor couldn't gel 
from Schiffman, your Honor stepped in and made it clear so 
that the jury gets the impression that your Honor is embracir 
Mr. Schiffman with your credibility. 

It is not your credibility—his credibility is 
under attack, but how can we attack his credibility when the 
jurors— 

the COURT: You must give me specific instances 
or I don't understand a word you are saying. 

What did I do that's Wrong? Tell me now. 

MR. KLEIN: I am saying that your Honor has 
testified too much in this case. 

THE COURT: In what respect? Tell me. Give me 
one instance where I testified. 
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MR. KLEIN: Your Honor said lat me explain what 

an under the table thing is or over the counter. 

THE COURT: Under the table I never explained. 

MR. KLEIN: Whatever it in. 

i 

THE COURT: I explained what an over the counter 

t 

market is. 

MR. KLEIN: Throughout the record—there is 

f • 

nothing wrong with your instructions. I am not complaining 
about— 

THE COURT: Be specific, please. What did I say 
that you object to. Maybe I will strike it, maybe I will 
declare a mistrial. Tell me. 

MR. KLEIN: I think the entire intervention by 
the Court into this witness' testimony throughout the record* 
the whole record, is permeated with instructions by the 
Court on what this witness means or what— 

THE COURT: As far as I know, all I did was to 
pre-charge the jury on a number of things that I would have 
put into ny main charge and ray reason was an obvious one. 

It is a lay jury involving a securities case. I feel it 
is my duty to explain to them as we go along just as if the 
jury raised his hand and said "I don't know what the word so 
and so means." You explain it to him. 

MR. KLEIN: By volunteering it during the course 
















of a prosecution witness' testimony, the effect on the jury 
I think is devastating because now, honestly, your Honor, 
if 1 could equate what a jury may not know what this case 
is about, but I know the Judqe is explaining what he means 
to say and it looks like the Judge is on his side. 






1 




Tills COURT: I did that only in a case where I 
thought there was obfuscation, and I won't allow that. 

MR. KLEIN: That is why I thought, maybe if you 
are going to do that, wait until the end of the case, so 
it doesn't come as part of his testimony. 

THE COURT: There are two things you are talking 


about: 





One is n>y questions to witnesses, which I try 


very hard to be fair about to both sides, and I only elicit 
things where I think that it hasn't been cleared up sufficie 
ly and it is a simple fact that can be cleared. That I will 
continue to do. 

My charges are pre-charges of what I would 
normally instruct the jury at the t. d, and I am going to 
stick co that. 

So you have your exception. I am going to deny 
your motion. 

Anybody else want to make a motion for a mistrial 

All right. Are we ready to bring the jury in? 

MR. URILL: I thought that was unnecessary. Judge 
sin':e a motion made on behalf of one invres to the benefit 
of all. I didn't want to ,it into this discussion, and 
although-- 


THE COURT: The reason I mention it is to help 
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you gentlemen make a record if there is a conviction. So 
that if you have something specific, you add to it. 

MR. URILL: Yotsr donor did ask for some 
specifics with respect to the matter which Mr. Klein raised, 
ana, frankly, I was unaware of Mr. Klein's intention, I 

i 

didn't expect the motion to bemade, and 1 had no idea that 


your Honor would ask for any specifics. 

dut it occurs to me that in the course of my 

i 

recross examination of Mr. Schiffman, when I dealt with 
specifically those exhibits which were pulled out and marked 
separately from Exhibit A, Exhibits A-l to 4 inclusive and 
B-l, that after I had finished my recross your Honor did 
ask some question!: which T thin* the jury might have under¬ 
stood to mean that your Honor was straightening out something 

that supported the testimony of-- 

THE COURT: It wasn't supporting anybody. It was 
obviously, I thought, kind of very smart cross on your part 
in the sense of confusing the jury, so I had to unconfuse 
them a little bit. 

If that is prejudicial, then I stand convicted. 


the jury, 
a regular 
company, 


MR. URILI.: It was not my intention to confuse 
It w>i t my intention to demonstrate that there was 
course of conduct on the part of Schiffman and his 
ind I tnought that I had demonstrated that effectivJ 


lv 
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by using their own documents. 

THE COURT: I couldn't see that. 

MR. DRILL: I responded to your Honor's invita¬ 


tion. 

THE COURT: All right. 

MR. SAGOR: Could I comment briefly, 30 seconds 
worth? In thinking about the case at the end of yesterday, 

I was angry with myself for not moving to strike all of 
Mr. brill's cross examination. I could not understand it. 
People who came up to me from the SEC, who were sitting and 
watching Mr. Drill, told me they could not understand it, 
and I am sorry I did not move to strike the whole thing. 

It was the most garbled, misunderstood, and I don't know 
what is coming with it later for summation. 

THE COURT: I had the same impression, which is 
why I tried to straighten it out a little bit with the jury. 

All right. Are we ready to proceed now? 

MR. KLEIN: Yes. I think we have Mr. Schiffman. 

THE COURT: How can I keep the jury so long? 
Don't you concede that Schiffman knows your man? He talked 
to him for such a great length of time. 

MR. KLEIN: That's what he said. You are 
assuming that Schiffman is telling the truth. 


Ml:. SAGOR: Schiffman never saw the photographs 
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the COURT: So there is no taint. 

All right. Let the record show that the Govern¬ 
ment represents that Mr. Schiffman saw no photographs. 

THE COURT: All right. I am closing the hearing, 
then, on identification and we will call the jury in and 

proceed with the case. 

MR. BRILL: Could these be put away. Judge, 
these exhibits on this hearing? They ought not to be here. 

THE COURT: All right. Let the record note that 
the photographs, in the event they should come back into 
evidence, are not what we call the police identification or 
FBI photographs. There is nothing on them except the photo¬ 
graph itself. 

MR. MARCUS: Your Honor, I was under the impres¬ 
sion that all motions made by any counsel, as Mr. Brill 
pointed out, will be deemed made by each and ever counsel. 

TilE COURT: normally, except a motion for a mis¬ 
trial, where it relates to a specific individual, certainly 

should be made by each counsel. 

MR. MARCUS: Then, most respectfully, I would 

join in that in behalf of Mr. Phis. 

THE COURT: I understand. 

\ 

mr BRILL: I think now the record shows that we 


have all joined. 
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THE COURT: Yes, that's right. 

MR. HRlLL: Thank you, sir. 

THE COURT: And 1 have denied them all, with 


esceptions. 


(Pause.) 

the COURT: I have a note from the foreman of the 
jury which says: 

January 19, 1974, Your Honor: Yesterday, when 
you asked the jury if everyone understood what an underwrite 
was, I thought I was quite clear about it and tnerefore 
did not raise iny hand. 

'However, after re-reading some notes I took and 
having gotten somewhat bogged down in details, I am becoming 
increasingly confused on the subject. I therefore respectful 
request that you clarify this point either to the jury as a 
whole or to me personally. Thank you for your attention. 
Naomi Granville.' 

THE COURT: Does anybody have any motion, any 
pleasure about this or anything. 

MR. SAGOR: I just think it supports what your 
Honor has been doing throughout the trial, trying to make 
this clear to thejury. 


T.IE COURT: I didn't want to comsient on it, but it 


is obvious. 
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upon to bring to your Honor's attention, would your Honor 
be good enough to look at pages 753 and 754 of the tran¬ 


script. 


THE COURT: I've read. 

What about it? 

MR. BRILL: Well, I just thought that— 

THE COURT: I knew that's what you are talking 

about. That's the duty and province of a Federal trial 

§ 

judge, to clarify the record. 

MR. BR[LL: All right. I thought that that would 
be part of the specific matter. 

THE COURT: I understood what you meant. 

MR. BRILL: And I just want to say I have no 
objection to this jury being told what an underwriter is. 

THE COURT: Thank you. 

(Pause.) 

THE COURT: We are missing one juror. Let's 
wait until at least 11:30. Why don't we all just recess, 
but hang around so that when the juror comes, we will be 
ready to proceed. 

MR. KLEIN: This will be our morning recess. 

THE COURT: This will be our morning recess. 

The note from the jury will be mtrked as a Court 


exhibit. 






jge 6 


166a 


875 


MR. KLEIN: If they ask— 

THE court: Let's not argue it again. You have 
your exception. 


MR. KLEIN: If a juror asks for it, fine. But 
you can't suppose, sitting on the bench, that the jury can't 
understand. 

the COURT: That is what you say. It la not what 

I say. 


MR. KLEIN: If your Honor is going to Instruct 
the jurors that they are the sole judges of the facts and 
not to invade your province of the law, it goes the other 
way too. 


a law? 


it. 


THE COURT: So what is an underwriter, a fact or 


MR. KLEIN: That is fact. She just asked for 


the COURT: What is an underwriter is a fact? 
MR. KLEIN: Certainly, your Honor. 

THE COURT: It is? You go back to your law 
school, I'll go back to mine. 

MR. SAGOR: You miqht try Section 2.11 of the 
Section 33 Act. 

i 

MR. URILL: When your Honor gets a chance, . 
apropos of the matter that I unexpectedly was called 
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(Jury present) 

THE COURT: Befora we start, ladiaa and 

gentleaen, I would ilka to ask tha jurors In tha futurs to 
try to ba hara on tine bacausa it holds up a good daal of 

4 ' . I 

tha trial. Whan ona is aissing, wa can't do anything 
about it. 

I have a note fro* ona of tha jurors which asks 

# 

mm to tall about what an underwriter is again. Z had 
asked tha other day if everybody reneabered and to raise 
your hand. Nobody raised their hands. But Z think 
it aight ba useful for aa to try to explain it in as 
non-tachnical teraa as I can so that you can follow it 
again. 

Tha word underwriter is defined in the law by 
Congress, but I'a not going to read that to you because 
that will aaka it even aore confusing, and the status of an 
underwriter is not really involved in this case. So 
that what it is is aerely soasthing that has to be described 
so thatyou understand it, and Z'll try to do it by an 
analogy. 

For exaaple, if sosiebody was a Manufacturer or 

4 

a canner of groceries, let's say, of canned peasV Sbaisssly 
the nan who makes the peas can't go running all around the 
country to sell then. So what he generally does is he 


25 









877 


jgr2 169a 

sells them to a wholesale house. That wholesale house 
buys a lot of these cans of peas and then the wholesale 
house goes around to the grocery store and sells the pleas 
to the grocery store and the grocery store sells it to 
you and me when we come in to buy a cAn of peas. 

Now, the company, Cadgie Taylor, is like the 
manufacturer of the peas. It wants to issue stock which 
it wants to sell. It can't go running all around the 
country selling stock. It has no facilities for it. It 
is not geared for that. So they go to find the whole¬ 

saler. The wholesaler is the underwriter. The under¬ 
writer is the man, or a house generally, a brokerage house, 
that is the banking house, that has connections with 
various dealers in securities. And what it does is, 
it enters into some agreement to sell the stock, gets 
the dealers together and allots to them a certain 
amount each one says they will sell, and in that way the 
whole issue is sold to the public. 

Now, there are two kinds of underwriters, 
generally speaking. One is an underwriter who cosmlts 
himsel : > what is called a firm underwriting, firm in 
the sense of not ioft? it is a hard underwriting, which 
means that he undertakes to sell the stock for the 
company, and if he shouldn't succeed in selling all of 
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it he'll buy the rest or he'll guarantee it that he will 


••11 it. That is a firm underwriting, which is not 
involved in this case at all, at all. 

Now, what we have in this case is the second 

< 

type rt underwriting, which is called a best efforts 
underwriting. A best efforts underwriting is where the 
underwriter merely says that I will use my best efforts 
to sell all the stock, but if I don't succeed in selling 
all of the stock I'm not going to pick it Up. What is 
going to happen is, we are going to give everybody their 
money back because we didA't sell the whole issue. See? 

Now that's what this was. It is called a 
best efforts underwriting on an all or none basis. Either 
you sell all the stcck or you sell none of it. 

And the reason for that is, as I think I 
indicated, that obviously, if I put $100 into buy a 
stock, I know that that $100 is going to go into the 
company together with all the other $100s that is put 
in to make a total in this case of $250,000 less the 
expenses and less the underwriting fees and so on. 

But suppose you only sold $10,000 and I put 
up my $100. Well, I jay not think that that company 
is going to be a very good company because it may lack 
capital. It doesn't have what it syys they are going 
to sell. And so the law is, the rule is, that you give 
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the money back. And that's the kind of case we are 
talking about here, where if they had not succeeded in 
selling, they had to give their money'back. 

Now, you'll find there will be a sharp 

i • 

conflict between the government and the defendants about 
this 120-day business, and I'm going to reserve on that until 
my final charge. But basically all I can tell you is 
that the government contends that the B»ney should have 
been given back that was collected by November the 5th, 
October 5th, which was the end of the 120 days, and the 
defendants say no. 

Now we'll hear about that as we go along. 

Keep an open mind about all that. I hope that answers 

i 

your general question. Think of the underwritorr as a 
wholesaleer and then you've got the whole idea of the 
picture. 

All right. 

> 

You may proceed. 

MR. SAGOR: The government calls Doainic 

Bassani. 

DOMINIC BASSANI, called as a 

witness by the government, being first duly 
sworn, testified as follows: 


t 


* * * 
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q Now first with respact to dilution, would you 
explain to the members of the jurywhat that is? 

THE COURT: It is not necessary. 

MR. BRILL: No, sir. I object to it. 

THE COURT: Explain it. 

MR. BRILL: I thought your Honor sustained 

I 

the objection. 

THE COURT: No. I'm overruling it. 

MR. BRILL: I beg your Honor's pardon. 

I misunderstood you. 

t 

A How much of the stock or what percentage of 
the company does the public get for its money? In this 
particular circumstance the public was getting a little 
bit less than 24 per cent of the stock of the company — 

Q Roughly a quarter of the stock of the 

company for a quarter of a million dollars, is that 
right? 

* , 

A Yes. 

MR. BRILL: Now, your Honor, I think we had 

better go to the robinq room. 

THE COURT: All right. 

(In the robing room) 

MR. BRILL: Your Honor, I respectfully 


25 


move for the withdrawal of a juror and the declaration of 
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a mistrial on the ground that the testimony being elicited 
now and being developed and sought to be elicited is 
inflammatory, unduly prejudicial and without probative 
value. There is nothing in this testimony as it is 

i 

emanating from this witness that demonstrates that there 
is any falsity in this prospectus. 

What he is doing now is characterising the 
disclosures made in the prospectus as to the risk and 
speculative nature of the offering and doing it in such a 
manner as to generate an atmosphere in the courtroom that 
there was soatething rotten here, and none of it is false, 
it is all disclosed, it is contained in Exhibit 1, which 
is in evidence, and certainly is an unfair way to do it. 

THE COURT: No. It gives you a beautiful 

field for cross-examination, which I think I will allow 
you, as much as you want to go. 

I thought you were going to raise another 
problem that is troubling me a little bit, and that is it 
is offered really to show the intent of this witness, 
that he is doing it only for the 40,000, that he thought 
so little of the stock. And I thought you were going to 
ask me to instruct the jury to say that although he may 
have thought so, that doesn't necessarily mean the defen¬ 
dants did. That I was going to do on my own in a few 
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916 



minutes. 

But otherwise your objection is not well tkaen, 
in my opinion. But that's always a risk in these cases. 
You do one thing at a time. 

MR. BRILL: I appreciate your Honor's view 

that this offers an opportunity for extensive cross- 
examination in view of the disclosures in this prospectus 
with respect to these matters, but — 

THE COURT: I'll tell you why I say that. 

Because on the issues as framed here, as I see it, I 
would normally not have allowed you to deaonstrate the 
truth of the statements in the prospectus, which are 
there because there is no claim that they are false. 

But once the government has examined the witness in that 
respect, I am goirq to give you fair leeway in cross- 
examination. 

So I think the net result is you will have 
gained by the exchange. I'm ruling that way. 

MR. BRILL: Your Honor has denied my 

motion? 

THE COURT: Absolutely. 

MR. BRILL: And I respectfully except. 

THE COURT: Surely. 

MR. KLEIN: Is your Honor going to give an 
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instruction to the jury without us asking for it? 

THE COURT: I an going to give it at a proper 
time. I'll see when it is. I'll give thbm some instruc- 
tions. 


(In open court) 

THE COURT: All right, Mr. Sagor. You nay 


proceed. 

BY MR. SAGOR: 

0 Mr. Bassani, you were telling us the public 
put up approxismtely a quarter of a million dollars and 
they get a little less than 25 per cent, a piece of owner¬ 
ship in the company, is that right? 

A That's correct. That's part of it in 


determining dilution, yes. 

0 And the founders of the company and the 

promoters, they put up how much money? 

MR. BRILL: Excuse me. I object to thie. 


if your Honor please. 

THE COURT: All right. It is all in the 

prospectus, ladies and gentlemen, so it is merely a 
repetition of the prospectus. That's why I'm allowing 
it. This part was all disclosed to the public, obviously. 

0 And the founders put up how much money? 

A It says here $42,019. 
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MR. BRILL: Ha la reading froai tha 

prospectus, Judge. That la not testimony or evidence of 
anything. 

THE COURT: All right. Lat ma explain to 

« 

you why X aa allowing thin taatiaony. Xt la In tha 
proapactua anyhow, which you ara going to raad, and It la 

a 

not balng offered, at laaat I won't allow It. to prove 
that tha statements In tha proapactua ara falaa. That'a 
not tha purpoaa. 

Tha purpoaa of It la to allow tha wltnaaa 
to atata and taatlfy. aa ha haa. that ha'thought It waa a 
crooked deal In a aanaa. that ha thought ha waa doing 
something wrong, that ha thought that It waa worthloaa 
atook. 

Now I want to caution you. That doaan't 
bind any defendant In thla caaa what ha thought. You- 
ara going to have to determine what tha defendanta thought 
and what each defendant aeparately thought, treating each 
caaa on ita own aa to what each defendant throught aboutthe 
stock. And with that, that is tha reason X'n letting 
it In. Ha la saying that except for tha $40,000 ha 
wouldn't have dona it. 


All right, go ahead 
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BY MR. SAGOR: 

0 Now, the founders of the company end the 
originators, they paid approximately $42,000, is that 
correct? 

MR. KLEINx That is objected to because it is 

not within his knowledge. 

A It is right here in the prospectus. 

THE COURTx I think technically — 

MR. KLEINt That is not the question. 

THE COURTx Technically you are right. All 
he can say is that's what he knows from the prospectus, 

I suppose. 

MR. SAGORx That's right. 

0 Does the prospectus say and were you aware of 
it at that time that you were rernwm ending stock to cus¬ 
tomers — 

MR. KLEINx Your Honor, the other day you 
stopped me from doing this, from going into whet the 
prospectus says. 

THE COURTX Don't tell me what I did to you 
the other day. I didn't do anything to you. Bo 
please sit down. 

0 Mr. Bassani, $42,000, did you say? 

A $42,019. 
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Q And how Much, what place of tha action, ao to 
speak for $42,000, did tha founders get of the company? 

THE COURTi I think you've gone enough into 

this. It is a matter for sunawtion. It is arlthaetic. 

4 

MR. SAGOR: If there weren't so aany 

interruptions, we would be finished with this in two 
ainutes. 

MR. BRILLt Two minutes would be ooapletely 
wasted. Judge, even if it only took two*ainutes, because 
it is pretty clear as to what the purpose is. 

THE COURT: That's enough. 

Go to another subject. 

MR. SAGOR: I would like to. Let him 

answer. 

THE COURT: It is just an arlthsatical 

computation, which you can do in your suaaation. 

All right. Don't answer the question. 

Go ahead. 

MR. SAGOR: All right, your Honor. 

Q what was the book value of the company? 

MR. BRILL: Again, your Honor, wa are in the 

saaa area. Ha is merely reading from the prospectus. 

THE COURT: It is only for a very limited 

purpose, as to what Mr. Bassanl thought, and this is not 
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binding on what others may have thought. 

MR. BRILL: Thank you. 

Q Mr. Bassani, what was the book value of the 
company? 

A At the completion of the offering, the book 
value — 

Q No, prior to the cosipletion of the offering, 
prior to the public investing money in the company. 

A The tangible book value of the company was 
negative. 

MR. BRILL: That is a characterisation that 

is Mr. Sagor's, not his. 

THE COURT: He said negative. 

MR. BRILL: After he did. 

THE COURT: * No. He said it fitst. 

MR. BRILL: I didn't hear it. 

MR. SAGOR: You are standing up too much. 

MR. BRILL: I have to. I need the exercise. 

Q Would you explain to the members of the jury 
what negative book value is? 

MR. BRILL: I object to that, if your 

Honor please. This is an intelligent jury. It knows 
what negative means. 

THE COURT: Oh, come on. 
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MR. BRILL: Yea, sir. 

THE COURT: You can b« vary intelligent and 

not know what negative book value Mane. !'■ not aura 
I understand it Myself. 

« 

MR. 8AGOR: Can you ask the neabers of the 

jury if they know. 

THE COURT: No. And don't interfere with 

nry conduct of the jury. * 

Can you state in sinple enough terns for 

\ 

laymen to understand what negative book value is? First 
you have to know what value is, then what book is, then 
what book value is and then negative book value. Do you 
know all those things? You explain. 

the WITNESS: I won't put Myself out to 
be an expert, Judge. 

THE COURT: Next question. 

Q Is the company worth less than a penny a 

share? 

MR. BRILL: That is objected to. 

THE COURT: That is a big speculative 

question. 

MR. SAGOR: I an sorry, your Honor. In 

terns of book value. That's all I want to know. 

THE COURT: Nobody knows what book value is. 
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MR. SAGOR: Could your Honor Instruct the 

jury on what book value is? 

THE COURT: I don't see the relevancy of it. 

You said that you thought that the stock wps 
worthless, is that right? Not worthless but that it had 
some difficulties or something. And one of the elements 

, S 

in your thinking was that it had no book value, is that 
right? 

THE WITNESS: It went far beyond book value. 

THE COURT: It went far beyond book value. 

Your thinking went far beyond book value. 

THE WITNESS: In evaluating the company, 

yes. 

THE COURT: The difficulty is we get into 

soma very involved accounting things here because book 
value normally, as the courts have said, is attaningless. 

It merely means the value that is shown on the books, 
which don't mean true value at all. And therefore Z 
think you are just confusing th* issue by pushing it, 

Mr. Sagor. 

MR. SAGOR: All right. I will just do it 

one other way and move on to other issues. 

0 Could you tell us how puch, looking at the 
prospectus, how much did Cadgie Taylor owe to Sierra 
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Silver? 

A It says here $60,381. 

Q And how much did Cadgie Taylor have in the 
bank in cash? 

A There is no statement here. 

Q Turn to the latter pages. 

A As of February 28, 1970 they had current asse< 
cash $1431. 

Q All right. Now let's move on. 

Now, would you explain to the members of the 
jury how stock is stold? 

A Well, stock is sold — 

MR. BRILLi I think that is a broad — 

THE WITNESS: — in many ways — 

THE COURT: If he can answer, let him try. 

If it's no good, we'll strike it out. 

MR. BRILL: All right. 

THE COURT: It can't be prejudicial. 

How is stock sold? 

the WITNESS: Stock is sold in ma*y ways. 

It is sold based on reports -- 

0 You have to put your hands on the table. 

A It is sold based on reports by analysts in 

some cases, it is sold by personal contact between 
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registered representatives. 

Q I meant the mechanics of it. Do you call up 
on the telephone the customer and then what happens? 
That's all X'fa getting at. 

A In my own instance, yes, I would always call 
the customer on the telephone. 

Q And when the customer gave an indication of 
interest in the stock, what if anything did you do with 
respect to theconfirmation? 

A Well, if the customer said that ha waa going 

to purchase the stock, I would then buy it for him and 
send out a confirmation. 

THE COURT: Let's limit ourselves to new 

issues, Mr. Sagor, or we'll be very confused. 

0 New issues only? 

A New issues? if a customer said he was going 

to purchase so many shares of a new issue, we would send 
him a confirmation and he would either send us a check or 
he would instruct us to sell something else in his 
account to pay for it and then we would take the proceeds 
out of his account, if he had an account for us. 

THE COURT: When you say you sent out a con¬ 

firmation, did you send anything else with it? 

A We sent the prospectus with the new issue. 
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0 And the prospectus that you sent out to 
customers in October 1970, did that indicate in any 
place that there was a promise of a $40,000 compensation 
in cash? 

MR. BRILL: The prospectus speaks for it¬ 

self. It is in evidence. Your Honor has said so 

t 

several times. 

THE COURT: Yes, that's true. 

MR. SAGOR: May ve note that there is a 

complete absence of any — 

MR. BRILL: I object to this statement. 

It is unwarranted and unnecessary and improper and I ask 
your Honor to instruct the jury to disregard it. 

THE COURT: No. I think what we'll do is 

we'll assume the fact, as Mr. Brill states it, that 
it does not appear in the prospectus since there seems 
to be no argument about that by anybody in the courtroom, 
and the question is, was any suggestion made by anybody 
to amend the prospectus so as to put it in. 

THE WITNESS: No. That suggestion was not 

made »n< it could not be put in the prospectus. There 
was n > -- th > no wa* ou it i.i. 

BY MR. SAGOR: 

Q Mrs. Bassani, did there come a time in the 


* * * 
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BY MR. SAGOR; 

O Do you know whether or not, by the way, Merame 

h Company ever bought shares from Cadgie Taylor on the 

market? 

MR. BRILLs How would he know that? 

THE COURTS That is not the best evidence, no. 

All right. Sustained. 

MR. BRILLs He shakes his head negatively anyway. 

MR. SAGOR S Mr. Brill wants to testify that Mr. 

Bassani shook his head. 

MR. SAGOR s Your Honor, may I have a minute? 

THE COURTS Yes. 

(pause.) 

o Mr. Bassani, I want to direct your attention to 
on or about November 5, 1970. Do you remember there came 
a time that Kelly, Andrews i Bradley received its commissions 
for the sales of approximately 100,000 shares? Do you 
remember that? 

A Yes. 

O And did there come a time on that day or in that 
period of time that you saw some money? 

A Yes. 

THE COURTS You had better be more specific than 


that. When you say “commission," are you talking 
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about the 10 cents a share? What are you talking about? 

MR. SAGOR? The 10 cents a share, your Honor. 

THE COURT? Call It that, so we understand what 
you are talking about. 

0 The 10 cents a share commission, the $10,000, 
the amount of commission stated in the prospectus. Did 
there come a time that you received that? 

MR. BRILL? No, no. Excuse me. I have to 
object to that question, your Honor, because it is con¬ 
fusing. The prospectus says what it says. He is talking 
about something else. 

THE COURT? All right. Strike out about the 
prospectus. 

Did you get 10 cents a share for selling 
100,000 shares? 

A Yes. 

THE COURT? All right. $10,000. Next. 

0 Did there come a time when you saw cash? 

A Yes. 

0 And when was that? 

A That was, 1 believe, the same day we got the 
conraission check. 

O And would you tell us what happened? 

A Well, I was in the office, r id Alex Poland came 


* * * 
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subsequently get paid. 

Q Mr. Bassani, I want to completely go off this 
area and go into seething else. Mr. Bassani, hava you 
cosmitted crimes for which you hava not baan prosacutad? 

A Yes. 

q Hava you cosusitted crimes whan you wara at 
Kordich, Victor & Company? 

A Yes. 

q And what did you do at Kordich, Victor Company? 

A I was a trader. I handled the firm trading 

account and I handled all the customer tickets at the firm. 

I executed all orders, plus I had my own clients. 
q And what wrongdoing did you do there? 

A On a new issue, a roistered representative or 
an employee of the brokerage firm in any way is not supposed 
to take any of the new issue stock at the offering price. 

If you want it, you are supposed to buy it in the after 

market. 

In at least five instances while X was at 
Kordich, Victor, I bought stock on the new issue price in 
nominee accounts for myself while I was at the firm. 

q And what are those issues, so the record is 

clear? 

hr. BRIU . I don’t think th.t uku »ny 
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dlfftrano*. 

THE COURT: It is not vary inportant. 

MR. SAGOR: Okay. Pina. 

MR. MARCUS: Your Honor, would you explain 

nominee accounts to the jury? 

THE COURT: No. I'll ask hia what ha means. 

What is a noaiinaa account? 

THE WITNESS: I would buy the stock in the 

name of another individual, but thestock was nine and all 
the profits or losses ware aina, and I would pay for it. 

THE COURT: And you did it deliberately because, 
if you showed your own name, you would be openly violating 
the law? 

THE WITNESS: That is correct. 

THE COURT: All right. 

BY MR. SAGOR: 

0 When you wort at Kelly, Andrews & Bradley, did 
you commit any violations which you have not been indicted 
for? 

A Yes. 

Q What were they? 

A Blectrogasdynasd.cs would be one. 

0 What did you do there? 

A In December of 1970, Kelly, Andrews k Bradley 


* * * 
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$40,000. None of it, not one penny, went in my pocket. 

0 Did you ever commit a crime? 

A Yes, I did. 

O And did your conscience bother you when you were 
committing the crime? 

A I would say at times, yes. 

O But not enough to deter you from it? 

A I would agree with you, yes . 

0 And did that crime that you committed result 

in financial benefit to you? 

A Sometimes benefit, sometimes ruin. 

0 But you intended to have it benefit you when you 
committed it? You went for the profit, for the buck? 

A At times, yes, at times no. 

0 And so when weighed on the scales with a dollar 
on one side of the scale and your conscience on the other, 
the dollar won out, is that right? 

A That's not true. 

0 Don't you want Judge Gurfein, who is going to be 
your sentencing judge, to be satisfied that you were living 
up to your agreement with the prosecution? 

THE COURT* I don't understand that. What have 
Z got to do with the prosecution? 

NR. KLEIN* You have nothing to do with it. 
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It is tha state of mind of the witness. 

THE COURT» You are putting the state of mind In 
a very peculiar way. 

MR. KLEIN» I will withdraw the question. 

THE COURT t You had better because I slight ask a 
question and that slight not be good. 

0 Do you want to go to prison? 

A No, I do not want to go to prison. 

0 Would you lie to keep from going to prison? 

A No. 

0 Aren't you interested in numero uno? 

MR. SAGORt Is that Spanish, your Honor? 

THE COURT; Numaro Uno is Latin, I understand. 

It means number one, like Herts against Avis. 

0 Aren't you? 

A Am I interested in what, sir? 

O In yourself, number one? 

A I am interated in s^self, yea. 

0 Isn't it correct to say you have a stake in the 
outcome of this case? 

A No. 

0 Don't you feel that if there is a conviction here 
that your chances of going free are much better? 

A No. 
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0 Isn't it the purpose of the agreement to keep 
you from going to prison? 

A No. 

I 

0 Did either the prosecution or your attorney tell 
you that although no formal promise had been made that 
you would probably not go to prism or that if you did it 
would be for a very short term? 

A After reviewing my situation with my attorney, 
going back to Korditch, Victor t Newfeld all the way 
through Kelly, Andrews & Bradley, there were many areas of 
technical stock violations and crimes regarding securities 
that were involved and this was the basis for going in and 
reaching this agreement and none other. Strictly on that 
basis, that there were a number of these violations, crimes 
as they were called, all related to securities. Okay. 

And we reached this agreement, period. There was no 
understanding about whether or not I am going to go to prison, 
I am not going to go to prison, how serious this crime was 
versus that crime or anything else. 

0 But your hope is not to go to prison? 

A Yes. 

0 By the way, you did commit crimes before you 
casw to Kelly, Andrews t Bradley, didn't you? 


A 


That is correct 












gwrf 12 
O 


192a 

Bassani - cross 


1075 


Wars you admonished by this judge not to discuss 
anything with Schiffman the other day? 

A I was admonished — no. I was asked by the judge 
not to discuss the case with anybody, not Schiffman, the 
United States Attorney's office, no one. 

O Didn't the judge say specifically Schiffman? 

A Yes, he said specifically Schiffman and the United 
States Attorney's office. 

0 Discuss anything with Schiffman? 

A No, he said the case. 

THE COURT * Since I am involved in this, Z am 
not going to allow you to play on my words. 

MR. KLEIN * I am going to read it. 

THE COURT> You don't have to read them. 

MR. KLEIN * I will read the exact words. I don't 
play on them. 

THE COURTt I won't let you do that. 

MR. KLEINt I am not playing with your words. 

I am going to read them. If that is considered playing,it 
is in the wrong league. 

THE COURT> Playing means whether it is anything 
about this case or whether it means it is raining outside or 
s omething like that. 

O After the judge told you that, did you thereafter 
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speak to Schiffman after he left the witness stand and 
before you testified in this case? 

A That was after I started to testify in this 

case. 

I * 

0 You spoke to Schiffman? 

A Yes, I did. 

0 Even after the judge had advised you not to? 

A No. 

HR. SAGORi Your Honor, you just told him not to 

do it. 

THE COURTt The direction was not to talk in 
sense of not discussing the case. It is perfeetly proper 
for Hr. Klein to examine whether in the conversation that 
he had with Hr. Schiffman he did discuss the case. 

That is perfectly proper cross exaadnation, but not the 
day Hr. Klein puts it, whether he spoke to him. If he 
had said hello, good morning or something or discussed 
some other matter that will be a different story. 

0 In your discussion with Hr. Schiffman, did you 
discuss the case or your testimony or his testimony? 

A No. 

0 Is there a pending real estate deal between you 
and Hr. Schiffman at this very moment? 

A Not between myself and Hr. Schiffman, no. 


* * * 
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Q Both you and Nr. Schlffaian are on the aaiae 
aide of thia venture? 

A Both Nr. Schiffman and I stand to benefit 
from it. 


Q Are you friendly with Nr. Schiffman? 

A Very. 

Q You have been friendly all along, ia that right. 


with him? * 

A No. We had a falling out. 

Q But that haa been straightened out? 

A I would aay yea. 

Q And you are friendly now? 

A Yea. 

Q And before you joined Kelly, Andrewa and 
Bradley, waa Hr. Schiffman reaponaible for making a lot 
of money on some deal? 

A Before I joined Kelly, Andrewa and Bradley? 

0 Yea. Is it correct to aay thatyou would not 
knowinglv contradict Schiffman'a testimony for two 
reaaons, (a) friendship, and (b) breach of your agreement 
with the prosecution? 

A Nr. Schiffman'a teatlaK>ny haa no bearing at 

all on my testimony. He was much more intimately 
involved in all of these things than I mis. 
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Q Durino the year 1970, did you have earnings 

other than earned income? 

A I don't see how a person could have eamincrs 

other than earned income. Okay? ’ 

THE COURT: Did you have any income other 

than earned income? 

THE WITNESS: Then he is asking me if I 

filed a false tax report for 1970 and I didn't file a 
tax report for 1970, so any income I had is earned. 

THE COURT: Did you have interest, dividends? 

I suppose that is what he means. 

A Is that what you are referring to? 

Q Yes. Did you? 

A I don't know. I don't think so. But I may 

I 

have. 

Q Did you testifify that Kelly, Andrews and 
Bradley sent Feis an all-sold telegram? 

A Yes. 

0 What date was that, October 1st or October 5, 

1970? 

THE COURT: It is an exhibit, isn't it? 

A I think it was sent the 5th. 

Q Did you then also testify that by reason of 


such telegram that Kelly, Andrews and Bradley then bee 
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the owner thereof technically, owner of the stock 

technically? 

A Technically, yes. 

0 And was the stock paid for at that tine? 

A Oh, no. 

Q I mean did Kelly, Andrews and Bradley pay 
Peis at that time? 

A No. The only reason — 

0 Did they pay them? 

MR. SAGOR: Could he finish? 

MR. KLEIN: I didn't ask for anything 

further. 

THE COURT: Let him finish. This could be 

very misleading if he didn't finish the answer. 
ahead. 

A The onlv reason for the telegram was because 
the offering expired on October 5th. The 120 days were 
up so they had to be able to show thatthis underwriting 
had been sold. Otherwise the deal expired and they had 
to go back to the SEC and refile and go through the 
expense and time all over again. 

Q If pavment had been made simultaneously with 
the telegram, would you say that actually Kelly, Andrews 
and Bradley would be the owner of the issue? 
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A If we had paid for the stock on October Sth? 
0 Yes. 

A We would have owned the stock. 

0 And the reason you say that you were only 
technical owners of the stock was because you just had 
the naked telegram all sold but it wasn't backed up by 
thepayment of the purchase price, is that correct? 

MR. SAGOR: I will object, your Honor. 

There has been no such testimony. Further, I ask the 
jury be charged that any agreement which is in contra¬ 
vention of law in no wise can be binding. 

THE COURT: I don't want to charge now. I 

will allow the answer to the question at the moment and 
see Wiat happens. 

THE WITNESS: Would you repeat the question, 

please. 

(Question read) 

A I would say that payment was not — we were 
technical owners of the stock, payment was not given that 
day nor was it exoected on October Sth. Okay? 

0 If payment had been made on that date then 
wouldn't the subsequnt sales made during the month of 
October by Kelly, Andrews and Bradley to ita customers 
be actually resales of stock owned by Kelly, Andrews and 
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Bradley? 


thetical. 


NR. SAGOR: 


THE COURT: 


It didn't happen. 


MR. KLEIN: 


I will object to any hypo- 


Sustained. It ia hypothetical. 


Your Honor, may we approach tt. 


aide bar? 


THE COURT: Yea. 

t 

(At the side bar) 

MR. KLEIN: Your Honor, you just said 

it didn't happen. That is oircontention. 

THE COURT: What? 

MR. KLEIN: You said it didn't htppen. 

Our contention is that Kelly, Andrews and Bradley 
bought the whole issue from Peis. 

THE COURT: It didn't happen with the payment 

of the money on October 5 th. That's all I said didn't 
happen, which you yourself said. 

MR. KLEIN: I misunderstood. 

THE COURT: Therefore I said it is hypo¬ 

thetical. You said "If you paid." 

MR. KLEIN: I misunderstood what vour Honor 

BMiant. 


(In open court) 
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q Did Feis start coming in or calling up every 
day from on or about October 5th? 

A Previoua to that he vaa coming in, but I 

V 

don't think it was on an everyday baaia. At leaat 
I didn't aee him on an everyday baaia. 

Q Did there come a time you saw him on an every¬ 
day baaia? 

A Just about. 

0 Juat about what? 

A Right after thia October 5th time until the 


time we cloaed. 

0 Didhe ask you or did he aak any of your 
partners in your presence for payawnt of the $200,000 
for the purchase of the issue of Cadgie Taylor pursuant 
to the telegram? 

MR. SAGOR: There has been no ehowing this 

telegram represented a sale. 

THE COURT: You will get an anawer from the 

witness and then you can ask about it on redirect. 

It has been opened up now. 

A What is the question. 

0 The questioiwie during these almost daily 
visits by Mr. Feis in person or by telephone to the office 
of Kelly, Andrew and Bradley on and after October Sth, 
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did he ask you or did he aek anybody, any of your 
partners, in your presence for payment of the sum of 
$200,000 representing the purchase price of 100 ,000 
shares of Cadgie Taylor pursuant to the all-sold telegram? 

MR. SAGOR: Your Honor, T. just object to the 

double question. it assumes a lot. You have to take it 
in pieces even if you give a question or no answer, 
particularly a no answer to what you are saying no to. 

THE COURT: That's right, break it up. 

Q During the perios from October 5th through the 
rest of October, did Mr. Feis dun you or your partners 
for money for the sAle of stock, Cadgie stock? 

A Did Mr. Pels — 

0 Dun, did he ask you for money? 

A He came in, he would ask how we were going with 

the stock, you know, were we selling it, was money coming 
in. 


Q Did he ask for money? 

A I would say yes, he did. 

Q Did he get money? 

A We paid him as we got money in. We didn't 
have $200,000 to give him 


THE COURT: The question was, as I understand 

it, did he ever ask you for $200,000 as a flat sun because 
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you had sent him a telegram in which you purported to be 
the owner 6f the stock. That is the question. Did he 
ever ask you for that? 


THE WITNESS: You mean based on the fact -- 

THE COURT: Based on the telegram. 

THE WITNESS: Based on the telegram. 

I believe that came up once and only once. 

0 During the period after October 5th? 

A Yes. 

Q Wasn't there a meeting at your office on Octobei 
1st, the day of the Jewish holiday? 

A Approximately, yes. 

0 And /ou were closed for business that day, 

right? 

A Yes. 

Q And Miller wasn't present at that meeting, 

was he? 

A No. 

Q Isn't it the reason that you caaw together to 

the office that day was because Mr. Peis thoqght there 
was a closing and he expucted to be paid his $200,000? 

A Mr. Peis thought there was going to be a 
closing that day, as far as I know, yes. 

Q And did Mr. Schiffman say — put the blame — 


»»« • 


a 


* * * 
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AFTERNOON SESSION 
2:30 p.m. 

(Jury present) 

DOMINIC BASSANI resumed. 

MR. SAGOR: May we proceed? 

THE COURT: All right, Mr. Sagor. You may go 

\ 

ahead. 

REDIRECT EXAMINATION (CONTINUED) 

BY MR. SAGOR: 

Q Mr. Bassani, do you remember on Friday 
testifying in this case About the all sold telegram? 

A Yes. 

0 And do you remember saying withrespect to 

Government's Exhibit 9 that what that meant was "Me were 
now putting ourselves in a position where technically 
we were buying the stock of K and technically the issue was 
sold." Do you remember that? 

A I believe so, yes. 

Q Would you tell the jury what you meant when 

% 

you said with respect to Government's Exhibit 9, the 
telegram, that "Technically we were buying the stock"? 

MR. KLEIN: Objected to, your Honor. 


A 


THE COURT: Overruled. 

I 

When I meant we were buying the stock, it 
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wasn't Kelly, Andrews and Bradley was buying It. The 
all sold in this instance relates to customers. It 
doesn't relate to the firm itself. If you are in a firm 
deal — 

Q Wait a second. Let's not get hypothetical. 

A Okay. 

MR. BRILL: I submit now he has asked for 

it, there has been an ohiection, it has been overruled, 
we should have the whole answer, your Honor. 

MR. SAGOR: I'm willinq to. 

THE COURT: He can answer it. 

Finish your answer. 

0 Was this a firm deal? 

A No, it wasn't. 

MR. BRILL: That's not — 

THE COURT: Let me explain. There are 

two different meanings of "firm,” obviously. A firm is 
a concern like a partnership or a corporation. That is 
called a firm. Firm also means as distinguished from 
soft. So you have have a firm underwriting, where the 
underwriter undertakes to pick up the balance of the 
stock that isn't sold. 

In what sense the witness is using "firm" 

I don't know, but I'm just cautioning you about that 
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diffarence. 

I ' 

Q All right, Mr. Baaaani. Did you haar 
what the judga aaid? * 

A Yea, I did. 

I 

q Plaaaa Make clear, whan you uaa tha word 
"firm," what you are referring to, if you want to uaa tha 
word "firm." 

THE COURT: If you want to, aay it ia a 

KA&B daal or a Kelly, Andrewa and Bradley deal, if you Mean 
that. And when you mean a firm underwriting, uae tha 
word "firm;” or a firm purchaae, uaa tha word "firm.* 
q Let*a go back. And would you explain to 
tha jury, aa I aaked you, what you meant whan you aaid 
"We were now putting ouraelvea in a poaition where 
technically we were buying the atock"? What did you mean 
when you aaid that? 

A In thia underwriting we weren't buying tha 
atock for ouraalvaa. Tha purchaae that waa being made 
was on behalf of cuatomera. Thera waa no purchaae 
planned or predicated for Kelly, Andrewa and Bradley 
aa a firm. Tha purchaae waa planned for cuatoausr 
accounts. 

THE COURT: what would happen if you couldn't 

sell it? 
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THE WITNESS: 


This was a beat efforts deal. 


and — 


THE COURT: No. I mean, after the telegram. 


what would happen to you if you couldn't sell the stock? 

THE WITNESS: I don't think ~ 

THE COURT: Was that discussed? 

THE WITNESS: I don't think we would have 

any liability — I'm not positive, but I don't believe 
so — because of the nature of the deal. It is a beat 
efforts underwriting. 

MR. KLEIN i I move to strike that out as 
being a conclusion and a legal opinion. 

THE COURT: Yea, strike that out. 


MR. SAGOR: 


Your Honor, counsel asked for 


those — 


THE COURT: I asked it. Strike it out. 


BY MR. SAGOR: 


0 Now, Mr. Bassani, did you understand that after 
October 4, 1970 any sales of Cadgie Taylor stock would be 


illegal? 


I believe the issue expired October 5th, 


MR. BRILL: I object to it. 


THE COURT: I overrule the objection. 


V 
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(Continuing) After October 5th the issue 


expired, I believe. The date of October 5th was it. 
After that it was — 

THE COURT: What would have happened if it 

expired, according to the prospectus? 

THE WITNESS: Well, the underwriting would 

have ceased, there would have been no wore sales and 
there would have been no aora underwriting. If they 
wanted to go ahead and try to sell the stock — 

the COURT: What would happen to the aoney? 
THE WITNESS: It would have to be refunded, 

whatever aoney had ooae in. 

0 And did you know that the aoney hadn't been 

e 

refunded as of October 4, 1970? 

A If the underwriting was not sold, it would 

have to be refunded, yes. 

Q And was the underwriting sold as of October 

4, 1970? 


0 Had Kelly, Andrews and Bradley in fact, in any 
shape, aanner or fora, purchased the 100,000 shnres of 

Cadgie Taylor stock? 

MR. BRILL: Objected to. 

MR. KLEIN: Objected to. The best efforts 
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dilution, do you remember that? 

A Yes. 

Q And there is nothing illegal about dilution, 

is that correct? 

A No. 

Q Can you tell us what the amount of dilution 
was here? 

A I believe — 

MR. KLEIN: What difference does it make? 

It is part of Exhibit 1. 

THE COURT: He already testified to that on 

direct. 

MR. SAGOR: I am not asking him to read it. 

I have a different answer in mind. 

A You don't want the exact? 

Q No. 

A The public got less than 25 per cent of the 

company for their money. 

Q Did you understand this to be a high rate of 
dilution as opposed to a low rate? 

MR. KLEIN: Objection. 

THE COURT: Sustained. I won't allow it. 

0 You were asked to note the fact that in the 
Drospectus the proceeds to the company at one stage were 
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approximately $215,000, do you renumber that? I will ahow 
it to you, if you don't. 

A Net proceeds. 

q Not exactly. At one stage before other 
deductions are made it is $215,000. Is it before you? 

A Yes. I believe it'slower. the net proceeds 

to the company if the issue was sold would aggregate 
approximately $200,500. 

q And what happened to that $200,000? Did 
that all go to Cadgie Taylor? 

A Well, it all goes to Cadgie Taylor and then you 
would have 60,000 goes back to Sierra Silver to repay the 
advance. 

Q So how much net went to Cadgie Taylor? 

MR. KLEIN: Your Honor, that is net. 

They are paying off an obligation. 

THE COURT: I know. Go ahead. 

0 How much cash went to Cadgie Taylor, approxi¬ 
mately $142,000? 

MR. KLEIN: Your Honor, that is not dilution. 

Right on the face of the prospectus it says they had an 
obligation of $60,000 to pay the parent company. 

THE COURT: It says in the prospectus you 


25 


are going to pay back the $60,381 to Sierra Silver 
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Mining Company. So it wasn't concealed in any way. 

What thia witneaa is being naked ia in view of that and 
other facta he believed that it waa a worthless stock. 

That is what the whole point is. 

Q In view of that as well as the other things 
that Mr. Klein pointed to in the prospectus this morning 
about dilution, about ownership of the shares, did you 
believe it was a worthless stock. 

MR. BRILL: That is objected to as being 

immaterial, irrelevant and not a natter with which this 
jury need be concerned. 

THE COURT: No, I will allow it andthen 

I will explain it. 

A In my opinion, yes. 

THE COURT: Now, the only reason I an letting 

that in is that it shows the aotlve of this witness in trying 
to sell the stock to his cuatoaMrs, that is, the Kelly, 
Andrews and Bradley people. The government's claim, and 
of course the defendants don't agree to this at all, is 
tht Kelly, Andrews and Bradley would not have sold the 
Cadgie Taylor stock at all to their customers and friends 
unless they got $40,000 under the table. 

MR. SAGOR: We are almost finished, your 

Honor. 
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Q Do you raneabar Nr. Klaln alao asking you did 
you notica thara is a distinction between if you laasa 
tha proparty or if you own tha proparty outright? 

A Yas. 

Q And did you know what thasa paopla paid for 
tha proparty? 

A I believe approximately $13,000. 

MR. KLEIN: Your Honor, this prospectus 
speaks for itsalf. Your Honor required mm to ba vary 
specific in certain instances. I think wa have gone 
into it. I was specific. 

THE COURT: It's obviously a Matter that 

both of you have gone into by reading tha prospectus in 
tha guise of a question, in affect, reading it to tha 
jury, which youara allowed to do. It is inavidanea. 

I suggest to Mr. Sagor tha same thing. I would have 
suggested to you tha same thing except I didn't want to 
interrupt your cross. You can road and point out to 
the jury anything in tha prospactus. I don't need this 
witness to tall you. Whether it is true or not, it is 
thara. 

I suggest you do that in suanation, instead 
of asking hin questions. 


25 


MR. SAGOR: 


Wa are finished. My question is 
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based upon things he noted in the prospectus as well as 
read in the prospectus. There is a two-fold purpose. 

THE COURT: fie have had enough of that. 

BY MR. SAGOR: 


Q Now, in answer to, I think, Mr. Marcus or 
Mr. Klein, did you indicate that the price of silver had gor 
up treattndously? 

A Yes, in the last couple of years. 


i 

* * * 


9 
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signatures compared. He says it is a duplicate. 

MR. KLEIN * It is assusiing that. 

MR. SAGOR: If you sake a stink of it 

I will ask hisi to go back to Washington and coaw back 
here. 

THE COURT: He was asked if it is a duplicate 

original. He is a records officer. 

MR.BRILL: He swans it is a photostat. 

MR. SAGOR: This is subnitted by the 

individual. 

THE COURT: What you should do in these cases 

is instead of an official docuawnC, you say an original 
docunent andhow many copies were filed and is this one of 
the copies. 

MR. SAGOR: I trill ask hin. 

(In open court) 

BY MR. SAGOR: 

0 Mr. Wilson, can you identify Exhibit 31* 
physically what I have in ny hand, as one of the copies 
filed by the company? 

A Yes, that is correct. 

Q In other words, the SEC doesn't make this 
up, this is actually filed by the company? 

A Yes. We require eight copies, and that is 
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one of the copies filed. 

0 One of the eight copies that is filed by the 
individual? 

A Yes. 

MR. SAGOR: 31 for identification is offered. 

THE COURTx Received. 

(Government's Exhibit 31 was received in 
evidence) 

THE COURT: Let me say this! On a document 

like this which is in March of '71, which is quite sometime 
after the stock had been sold to the public, there are 
certain things in there which the government claims are 
admissions by Mr. Ridland, that is, admissions of some¬ 
thing, I don't know what, wrongdoing*of some kind, which, 
of course, he denies. However, Z am admitting it in 
evidence only against Mr. Ridland and it is not binding 
at all on Mr. Peis or Mr. Steel. They apparently never 
saw it. 

MR. SAGOR! Reading from Government's Exhibit 
31 in evidence, it is dated on page 4 February 22, 1971, 
and it bears the following paragraph at the bottom! 

"Pursuant to the requirements of the Securities 
Exchange Act of 1934, the registrant has duly caused this 
Annual REport to be signed on its behalf by the undersigned 


* * * 
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o Now, sir, can you tell us whether or not, in 
connection with the Cadcrie Taylor offering, an amount of 
$40,000 in additional cormensation could have been stated 
in the nrosnectus of Cadaic Taylor? 

MR. KLEINt Your Honor, objected to. 

THE COURT: Wo, no, i\j. The question is, 

first, was it stated? I think vou had better develop what 
that is so we can follow it logically. You know and I 
know, mavbe, hut let's make it simple. 

0 Are vou familiar, sir, with the prospectus of 
Cadgie Taylor? 

A Yes, 1 am. 

o And can you tell us whether or not an amount of 
$40,000 was stated in the nrosnectus as compensation for 
Kelly, Andrews & Bradley? 

MR. KLEINi That is objected to. The document 
is in evidence and it sneaks for itself, 
the COURT: overruled. 

MR. KLEIN: Exception. 

A There is no disclosure, nor am I aware of any 
$40,000 fee. 

0 Now, sir, what was the selling commission or 
selling concession, rather, that £elly, Andrews 6 Bradley 


was allowed? 
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\ According to the terms that are disclosed in the 

t 

orosnectus, they would have been allowed ten cents per 
share on each share that they would have sold. 

n And if thev sold a hundred thousand shares, what 
was their commission? 

A Their money commission would have been $10,000. 

o Based unon the orosnectus that was filed in 

» , 

connection with the NASD in connection with Cadgie Taylor, 
could the underwriter, Peis Securities, have indicated an 
additional compensation to Kelly, Andrews & Bradley of 
$* 0 , 000 ? 

MR. KLEIN: Objected to, your Honor, as 

sneculative. 

THE COURT: Overruled. 

A Thev could not have — excuse me. Could Z ask 
for a repeat of the ouestion again? 

O Yes. Could $40,000 have been included as addi- 
tionnlal comnensation by Peis Securities? 

A It could have been included as additional compen¬ 
sation, but it would also have been deemed to have been 
excessive and unfair. 

0 And if it wan deemed to be excessive and unfair, 
what effect, if anv, would that have on the SEC enablinq 
that security to be sold to the nubile? 






/ 
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2 

offering, somethino in the area of 18 oer cent would have 


3 

been allowable compensation. 


4 

o Based upon this 18 oer cent figure, ow much 


5 

additional compensation could ^eis Securities heve requested? 

A * 


6 

A There was a leeway of something in the area of 


7 

$5,000 which Feis could have picked un in additional 


8 

funds before we would have given them a disapproval. 


9 

O $5,000 but not 40,000. 


10 

* That's correct. 


11 

o hot 30,000. 


12 

A That's correct. 


13 

O Not 20,000. 


14 

MR. MARCUS: Obiaction, your Honor. He 


16 

answered the question. 


18 

THE COURT: Yes. 


17 

I am trying to understand it myself. Pels 


18 

said that they were going to get 20 cents a share, which 


19 

was 10 per cent, is that right? 


10 

THE WITNESS: That is correct, 10 per cent, 


21 

20 cents a share. 


22 

THE COURT: Mo. 250,000 would have bisen less 


23 

than 10 ner cent. 


24 

THE WITNF'M: Ten per cent, bat $25,000, I 


26 

think. 
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2 

THE COURT: $25,000. So that would have been 


3 

10 oer cent. And you say that there was an allowable figure 

% t , 


4 

of another 8? 


5 

MR. SAGOR: No. Excuse me,' your Honor. 


6 

Pive. 


7 

THE COURT: i thought he said 18 per cent. 


8 

THE WITNESS: 18 ner cent is the maximum 

• 

9 

allowable. 



MR. SAGORt He was talking — 


11 

THE COURT: So if there is another 8 per cent, 

• 

12 

I don't get the figure. Eight per cent of 250,000 is how 


13 

much? 


14 

MR. SAGOR: Nobody said 8 per cent, your Honor. 


15 

THE COURT: He said 18 ner cent. If I sub¬ 


16 

tract 10 from 18 — 


17 

MR. SAGOR: lie can explain it. 


f 18 

THE COURT: All right. Explain tho eight. 


19 

THE WITNESS: Ten per cent cash discount. 

20 

i 

which was disclosed on the front page. There was an allow¬ 


21 

ance of $6,000 for exoenses, which comes to approximately 


22 

2.4 ner cent. Wo also include finder's fees, which are 


23 

included here, of $4,000, which is an additional 1.6 per 


24 

• 

cent. And thev were to receive 12,500 warrants exerciseabli 



25 


at $2.50, which we valued at annroximately 2 per cent 
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Add those un, and It will be an additional eight 


THE COURT: That'w what I want to get clear. 
the WITNESS: Or six per cent. Excuse me. 


Six ner cent. 


THE COURT: And that was the standard method of 


doinq it at that time by the NASD. 

THE WITNESS: That is correct. 

BY MR. SAOOR: 

o Mow, are the oink sheets kent by you in the 
ordinary course of your business? 

A Yes, they are. 

0 And is it the ordinary course of your business to 
keen nink sheets? 

A ' r es. 

o And watch the nrice of a particular stock? 

A Yes. 

0 And for the days that you have seleeted have you 
brought those nink sheets with you? 

\ • 

A Yes, I have. 

0 When, to your knowledge, did Cadgie Taylor start 
to sell on the market? 

A The first quote ~ 


MR. KLEIN: I object to this as being part of 


t 
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the a^ter market,not oart of the case itself, beyond the 
scone of the indictment. 

THE COURT * Overruled. 

A The first miote I could find in the pink sheets 

4 

was on October 26, 1970. 

THF COURT* I think, as long as you've got a 

k 

knowledgeable witness on the stand, you ought to take a 
minute and let him explain pink sheets. I've explained it 
before, but I'm only a judqe and he is an NASD man. 

MR. SAGOR* I thank your Honor. 

May we have this marked as the next exhibit? 
(Government Exhibit 35 was marked for 
identification.) 

THE court* what is a pink sheet? What are the 

pink sheets? 

the witness* The nlnk sheets are put out by 
what is knows as the National Quotations Bureau 8ervioe. 

They are representative bids and askeds of stocks, securi- 

I • * 

ties, and they are indications of what you may buy or be 
able to buy or sell a particular security at. And they also 
indicate who or what market maker or what securities firm 
you can purchase those securities from. 

In other words, they Indicate a market maker or 


a number of market makers, the dealers that deal in that 
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stock, and what they can — annroximately what you can buy 
or sell the security at. 

THE COURTs Well, is there a requirement, if 
you nut your name in the pink sheets, as to how many shares 

4 

you must take? 

THE WITNESS: If your name is in the pink 

sheets and you are a market maker, you are to stand ready 
to buv and sell. That's what you represent when you go 
into the pink sheet. 

THE COURT: How much do you have to buy? At 

least a hundred shares? 

THE WITNESS: Well, they come in different lota, 
small, odd lots and so on. So you have to stand ready to 
buy and sell, and I don't think there is a designated 
amount. That maybe I can't answer. 

BY MR. SAGOR: 

0 Mr. Warner, do you have the pink sheets in front 
of you? 

A No, T do not. 

\ * 

(Documents handed to the witness) 

0 Can you tell us what the bid and asked for was 
on October 26, 1970? 

MR.KLEIN: May we have a running objection to 

this? 

* * * 
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i« the selected dealer*s agreement. 

(In the robing room.) 

MR. KLEINj Your Honor, my objection is two-fold — 
THE COURT: rst let me find out what he is 

offering before , start objecting. 

MR. ^AGOR: I really only want to offer the letter 
but your Honor doesn* ant me to do that, the purpose being 
ii'E COURTi Never mind the purpose, where is the 

se'acted dealer's agreement? 

MR. SAGOR: But it has several amendments to it. 
What he is referring to in ' k ie letter is the amendment which 
OAkas amendments to the selected dealer's agreement. This 
is that. 

THE COURT: Where is the selected dealer's agree- j 

ment? 


MR. SAGORI Here is the amendment. 

THE Ct IRT: What I want to know is what does this 
add to ihe fact that Mr. Ridlanu igned the registration state¬ 
ment chat you nave in evidence? 

mr. SAGOR: I don't haw it in evidence. I have 
the 10-K in evidence. I will pew in the registration. 

THE COURT Put in the registration. 


MR. SAGOR: rhis involves his participation in 
the *.iole registration i roce.-.a in addition for what it 
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is worth. It is just letter showing his participation. 

MR. BRILLi I don't think it is binding upon 
Mr. Steel, , >ur H»». or 

THE COURT? if it isn'^. 

MR. KLEIN: I have a few m< re objections, your 
Honor. j 

MR. SAGOR? This is the agreement, the basic agree 
ment, which ..as been modified there. I think all he is 
referring to in the letter is t...s modification. 

*. S COURT It loons that way to me. 

MR. KLEIN? Your Honor, the reason I object is two ! 
things. The date of this letter is .nuary 16, 1970, long 

■ 

before the indictment date and before the alleged date of 

e 

the conspiracy. 

Objection No. 2 is that this witness, Mr. Warner, 
who impresses me a~> a very, very honest witness, a 
very straig-.L . itness, seriously — 

MR. SAGOR? What does that have to do with any- 

thing' 

MR. Ki .11? He says ti.u only thing they have is 
this letter without the enclosures. I say you can't 
offer part without the enclosures. They don't have it. What 
we are doing here, Mr. sagor is now looking at somebody 
else'* file in ano...er of lice, which is the SEC, and trying 










1 


I 


1 

224a f 

qwrf 7 Warner - redirect 1295 


2 

to guess what was meant by Hr. Ridland or what the attach¬ 


3 

ment might have been. Nobody saw the attachments. Who 


4 

knows whether those ace the ones. 


5 

THE coORTt He is not offering it for the truth. 


6 

He is offering it for the fact that Mr. Ridland is 


7 

participating in this un _rwriting or issue to the public 


8 

as ti. i president of Cadgie Taylor. 


9 

In view of your objection tl.dt you don't know 


10 

whether ti is is attached to this, I will ..How in only 


| 

11 

36 and T won't allow the otl. .r stuff. 


12 

MR. KLEINt Then I object to it — 


13 

THE COURT* You have now established the United 


14 

States Attorney's point. 


1L 

MR. KLEIN* Your Honor, why do you threaten me 


16 

each time on those things? 


17 

THE COURT: It is a face. He sai 1 he didn't want 


18 

to put tuem in. I said p*<t them in. You object. So he 


19 

won. 


20 

MR. CLEINr Then I object to it on the ground I 


21 

originally urged, it is dated January 16, 1970. 

j 

22 

THE COURT* I overrule that. Don't misunderstand 


23 

me. I think you make gc jd objections,only sometimes I 

i 

24 

think the. are wrong and I have to rule against you. It 


25 

j sometimes happens t*. ‘ a defense fa 1 into the business of 
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helping the Government, and the Government similarly in 
this case, I must say, sometimes helps the defense, in my 
view, where I sit, because I sit looking at both sides. 

MR. BRILL' Not intentionally, I am sure. 

THE ' T; Not intentionally on both sides. 

Mt sauoRj I hope I am fair, Mr. Brill. 

MR. BRILL; Will your Honer indicate that thin is 
nou received aguxnst Mr. Steel? 

THE COURT; Yes, i will, if you remind me. Just 
raise your hand. Don't say anythin. I will do it. 

MB. SAGOR; I will object to . »y further documenta¬ 
tion with respect to Mr. Bassani. That would not be proper 
redirect. Also, there are some further objections I nave. 

If you tell me what yor are putting in, I would 

I 

like to make some objections on the record on it. 

MR. BRILL; I don't know what he is talking 

a^out. 

MR. SAGO i You 4 »ut in at Exhibit D-2. You had 

that marked at the end of yesterday.' Do you plan to offer 
Exhibit D-2? If you do, I object to it. 

THE COURT; D-2 is in evidence. It css* out of 
the rec ...ds of Kelly, Andrews. 

MR. SAGOH: 0 is in evir.c iCJ? 

THE COURT; it is the n« xt page. 


* * * 
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2 

(.n men court, iur'» nresent.) 

3 

M; '» RACOR: Your . may we proceed? 

4 

ti r*'.« ikt: Yen. 

5 

MH. SACOR: 36 fo: idortification is offered. 

6 

KLEIN: H’ith my *>iectioi of course, vour 

m 

4 

Honor. 

8 

THF COURT: Received. 

9 

(Government Exhih'f 36 for identification 

10 

was received in evidence.) 

11 

Tf!l. COURT: Lading and oentlemen, this letter 

12 

is a letter from Mr. Ridland, one of the defendants, to the 

13 

NASO, the National Association of Secui ties Dealers, siqnoj 

14 

by him apparently, which simnlv transmits some documents. 

15 

It was allowed in evidence as indicatinq that Mr. Tavlor. 

16 

if you so find, was active in connection with the new issue 

17 

nut out bv Cad.iie Tailor. It is, however, not bindinq uoon 

18 

the defendant Ste.-l or the defenoant Feis, and don't con¬ 

19 

sider it as anyinst them. 

20 

MR. KLFTfl: Fxception. 

21 

M* SAOORs Your Honor, with that understandinn, 

22 

there is no n*»ed to read the letter. 

23 

THE COi »Ps Ye*. 

M 

MR. SAOOR: i'll lust hold it uo to tho nembe n 

25 

of the lurv fo. them to note that it is sinned by Mr. G. c. 
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Pidlari'* nresidont of c idqie favlor. . 

MR. KLEIN Whv don't vou tell the jur'' the 
date of the letter, Mr. Saqor? 

Mi .lACOR: Certainly. The date of the letter 

is January 16, 1970. 

M R KLETM* And I have no objection to havino 
it read, vour Honor. I’ll read j t. 

THE COURT: There is nothma to reau. It is 
not offered for the truth nf anvthina. it is sim»->l” 
offered as a fact thac allonndlv Mr. Midland had somethin^ 
to do vich the nrenar.tion of the nrosnectus, because vou 1 11 
notice inis js January 1970 and the nrosnectus is liter, 
it is dated June 1970 by the tim-- it qot i hrouqh the SEC. 

So that this is nrelininarv to the finalization 
of the fori.. of the nrosnectus and it is allowed in evidence 
only for one numr , P( to show that Mr. Midland had somethinq 
to do with the ^reparation or the filinq of the nrosnectus. 

MR. no f irther questions of Mr. Warner, 

your Honor. 

RECROSS EXAMTMVJ IOU 
BY MR. KLEIN: 

o Mr. .irner, that letter ref. rreJ to, that just 
cai into evidence -- 

THE COURT: 36. 



> 
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Q (Continuing) — 36, that referred, did it not. 


to amendments to the registration statement? 

A Amor'ment Mo. 1 to the renistration statement, yes 
O And in your exn. ience, isn't it usual and normal 
course, when a new issue comr~ out, for the SEC to reouire 
amendments? 

A That is correct. 

•'* *nd wouldn’t vou an” that o* the number of new 

Si 

issues that have come across your desk or that vou are 

familiar with, most of them had \t least one or more amend¬ 
ments required by the SEC? 

A That is correct. 

0 And have very few of them are — 

THE COURT: That is enouqh alreadv. 

MR. KLEIN: I bee your naidon? 

THE COURT. I sav you've made your ooint. Go 
to another subject. We've got to finish this case sometime. 
MR. K'. :ir; : mi rieht. 


Mav I have this marked, nlease, for identifica¬ 


tion? 


(Defendant Ridland Exhibit U was marked 
for identification.) 

Mr. Warner, a moment ago you wore looking at some 
oink sheets and telling us the bid and asked prices quoting 
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quotations for 1 1 »t on ul.ir dav» Oo you recall that a 
little while ino? Do you r.-call to;T*i f vino a short while 
aqo about hi. md asked nr ices ''ron th<‘ oink sheets? 

Yes, T do.. 

0 I show vou he f ondant !> idland ’xhibit U for identi- ! 

I 

fication and jnvite vour attention to’ cony of today•s Wow 
York Times and direct your attention to the column on th• » 
left and ask vou to look at that. 

I 

Are vou familiar with the fact that that article,! 
the contents o* that article, indicates that the nrice of 
silver reached new record hinhs? 

MR. RAGOR, nless I can nut in the price of 
what Cadqie Tavlor is sol linn at today, I object to that. 

TUF COURT: Well, miqht do that. if this 
qoes in, I may do that. 

MR. FAOOft Okiv. 

r-. . i.Ll’TU: Your Ho »r, at this time I would 

like to move for the withdrawal or a juror and the declara¬ 
tion of a mistrial . l.ach tir I trv to do sonethinq, wo 
qet the threat of r.om hinq els*, cominn in. 

TliE COURT Motion denied. Well, I’m warninn 

1 

i 

you now. 

Mi*. Kf.«Yes. but this is a case of trial 
by threat. I 
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T’lj: COURT: Mo, no. I'm anqqesting to vou in 

* 

i. i vance uat nt.ivbe ertain evidence mav oecome admissible 
if you out tli 3 in, if 1 allow it in. 

MR. KI.1 s Yes. Hut it conveys to the jury 
an ominous in.oression that I' not being forthright, I'm 
only nutting in a nortion of evidence. 

THF COURT: No. .ou are bcinq verv forth¬ 


right. 

M:< . BRILL: Your Honor, could we have a side 

bar? T'm concerned about this. 

THE COURT: Yes. 

(*t the side bar) 

wp. FRILL: It seems to me that, and I think 

we discussed this earlier, the whole nuu-ose cf the oink 
sheets and all of the testimony t- show the nrice of the 
stock was to demon..t rain a basis ' or su-norting an argument 
which was made in i on. nine <*nd which will again be made 
xn the closing by the nrosecut*>r, that this vas worthless 
stock - as he eharact# i i zed it, wort.’ ..s nieces of naner. 

I urq. unon vour Honor as an objection t*> the 
jeception of this kind of evidence that it created an 
inflat' ->atory situation. h« h33 already su-'ceeded, the 


i 


prosecutor has anuad" succeeded, in convening to this jurv 
and to anybody elso in this turtroor vL ■» has heard it the 
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nression that these do'on.!ants were nn«ane«1 in th** s.iK' 
of worthless '.ire of nan,.. , valueless oiecos of ■ i*>or. 

He not the oninion of Schism on that -oint, ho rot the 
ooinion of haasani o that nninfc. ovor obiection ir both 
instances. he has now sun-/.rteiJ and "iv. the haoow of 
credibility t" both Mas.. ,ni and i’.chiffman hy the jr.troduc- 
tion of these documents from at. ostensibly resneccai it* 
source, Mr. Warner, or in annarentiv snectabl source. 

T think that to leave that rmnression that what 
w.. - sold were worthless nieces of ->anor, in view o f the 
statements made, the disclosures made in the nrosoectus 
that it was speculative, that there was a risk, that there 
we e hor.es in view or the mining claims that were owned b-» 
ttv -omnanv — that it is ot.i- fair to oer-it tne ■ itness 
t>. sa*' thv silver futures nave reached a record Inch nw 
and that it won! 1 an '.<• < : r to nerrit him to no hack to 
show what is ■ rice n-’ Co de Tayio shares, the reason 
f that bein that r.toie Tailor has not horn able to 
continue its exy.oration and develonnunt in view of the 
oendenev of the i nvestiqati on and. the prosecution. 

M>t. .,r.FT?i Furthermore, hassa ) testified — 
ciiir’.’j Don t mate faces in front of the 


"inrv, olease. 


rr*. hft: 


'e can't he In it. 


I 
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MR. FAG' All riaht, vour Honor, 
o Do you kno' /hat that sheet means. D-2? 

THE COUt t: Not what it means. It is not in 

-vidence yet. 

MR. SAG 1 )!■ All riaht. 

THE COURT. Thr nly question ii, in your 
opinion, knowinq that book, u, does that D-2 cone out of 
that book? 

R. SAGORs It does, your honor. I aqree to 
i t, that it does come nut o*' Lhat book. 

THE COURT: What else do you want to aovelon, 

then? 


MR. f.AGOR: All riaht. If your Honor is admit- 
i inq it, then I would like to qo further and indicate what 
it means. 

THE COURT: Mo. Youi turn will come. Mr. 

Brill is still on ross ex anation. 

O Do vou know on D-l* what siqnificance that has? 

MR. BRT.; Th it is ob ) ted to. 

THE COURT: Yus. That is nc>i. voir dire. 

Q At the ti i :»at that book v is made, xn October of 
1070, you said you were usino a printout ooeration at Kell/, 
A lrews ft hi .11. 


A Yes 


H is a t’-^.-wi iter whore everyttiina was 









4 

1 



233a 

' 1111 

1 

nassani-r*cross 1310 

■ 

i 

typed in at the end of the da\». 

1 

3 

/Vnd b ;ed uoon .i. ,t was that printout, those paces, 


4 

mad ? 


5 

A Rased unon v/hat.-vor business you are doinr, and 

1 

6 

this related to — it roj tted to voui; huvs and sells. 

l 

7 

0 Was there ever a buy slin from — 

■ 

8 

M h. MR ILL: Objection. 

■ 

9 

7n-. COURT: '"hat is not oronor. 


10 

Let ne ask v i somethino just mechanical. 


11 

There v. is some evidence here that there were sheets dated 


12 

October 2nd, 1970 "urnortln., to . mw that all of the shares. 


13 

a hundred thousand shares, v sold on that same day. 


14 

IR. SAGOR: 103,000. 


15 

THL COURT: 103. Three was cancelled. 


16 

Do *'ou remember that* 


17 

tup wit.jp 1 think so, yes. 


18 

’• Cni,Ht ' : ^11 riqht. T lolieve you testified 


19 

that it wasn't all done o \u., t 2nd, it was done later. 


20 

tht- WTr:,i:rr. October. 

t 


21 

THE COURT: --Tie,, I , ay Auqust 2nd, am I rioht? 


22 

MR. Hrni f .: 'Jo. Octol.er. 


23 

T'" : rr ""'" 1 hetoher .„j is „■ t I meant. 


Zt 

And yoi. said that was not so, actually. 

m ' 

25 

TJli: •'r’r.HJSU: ;je wo i 1 ..w 

* . v.c i i not sold the stock bv 


* 

J, ■' " . N ' 

* 3 •. * 

* 
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October 2nd. 


THE COURT: And do those sheets apoear in this 


book? 


Tin. WJ . MISS: I would think that the records of 

the pur-hases of Cadgio Taylor stock, the customers, would 
aonear in the hook, ves. 

THE COURT: And vet if was a wronq date, and 
yet it anneared in your connuter printout, is that it? 

THE WITNESS: Well, all «nn would do is 3cll 

it for whatever you want it. It wasn't like ~ 

THE COURT: That's what I am trying to find out. 
THE WITNESS: "Computer" may be the wrono 

word for this thina. 


THE COURT: It i 1 nrintout, a typewriter 


printout. 


thing. 


THE WTT.JKE 


A slim le typewriter tyne of 


THE COU'*T: So vmi could nut whatever date you 
wanted to on the tv writer nrintout, is that right? 
r . ’TTNESS: 1 believe so, yes. 

THE COURT: nd you don’t know on what dav 

actually this 0-2 was printed, is that it? 

THE WIT IKS! : iio, I wouldn't, your Honor. 

THE COl. V: Yo wouldn't. 


I 
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T think tilt's tnouqh on that. 

MX. iAHOR: I have no* i nq further. i object 

to the admissibility of that. If it is admissible, I would 
have further ouestior.o. 

TH1- COURT: Tt is admitted. It is admitted 

in evidence as comina out of the book, subject to any 
explanation that anybody can offer. D-2 is in evicei.ce. 

(Defendant Steel Exhibit D-2 for 
identification rcceivt-. in evidence.) 

MR. BRILL: May I just take it and read it to 


the jury, your Honor? 

e 

Till: C' Yen. 

MR. BRILL: And could I at thesame time have 
D-l, consist inq of the five sheets? 

D-2, reii inn to the buys of kelly, Andrews & 


Brad]oy 


MR. :ac,o»: 


I would object to relatinn it to 


the buys. 



MR. 

BRILL: 

It slys "bu^s." 

MR. 


It s »ys ”F-n buys." 

MR. 

DRILL: 

Could I ask him a question? 

THE 

r mirt: 

Yes. 

C*>DRS FXAMINATI' 

• contt 

‘HIED 


BY MR. nRILL: 

* • * 
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dated 11/4. 

0 That it* November 4, 1970? 

A Yes. 

MR. imGORt Specifically that page, may that be 
marked 37 -h for identification? 

(Government's Exuibit 37-A marked for 
identification.) 

MR. SAGOR* Your Honor, once Mr. Hughes affixes it 
to the page, may I take that from 37 for identification? 

THE COURTt Yes. 

I 

Are yo. offering it in evidence? 

MR. SACORr Yea, X am ottering it. 

THE COURT t Any objection? 

MR. BRILL? Yes, your Honor, because it relates 
to the first transaction being shown on November 4, 1970, 

I think he said. 

MR. s/' n\> That is t.he who] ,>oint, Mr. Brill. 

THE COURT? The point is to show, apparently, that 
the trading book record of Kelly, Andrews & Bradley did not 
reflect the purely~.e which is shown on Exhibit D-2 that was 
put in apparently showing a purchase by Kelly, Andrews 
i Bradley of 100,000 shares of Cadgie Taylor for their 
own account. 

MR. SAGOR? Your Honor, may I ask Mr. Baasani 
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one last question. 


MR. KI-FINi 
THE COURT : 
MR. KLEIN: 
THE COURT: 


Did you say Mr. Cau^ie Taylor? 

Jo. I changed it. 

Mr. Feis. 

Perhaps I misspoke myself. Do you 


want me to repeat it? 

MR. KLEIN: I wanted to he clear. 

THE COURT: I appreciate it. I sometimes misspeak 

myself. 

0 a said the first trade was on November 4th. 

Would you loo: at the record again? 

A On tne very top of the page on the oth^r aide, there 
is a transaction 10/-.w. f. trading. 

Q Did you tell me what as I just walked up front? 

Yes. 


MR. BRleut I, your Honor? 

THE COMi i*t Yes. 

VOIR DIRL LXAMIMATI 
BY MR. BRILL: 

O When did you Jook at this page for the first time 
in your life? 

A Since I left Kelly, Andrews & Bradley I haven't 
looked at it. 

O I beg your pardon? 

• * * 


I 

I 
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«y own knowledge could he change the language to transaction 
to make it clearer, did I have any direct tranaactiona 
with Menune? 


MR. BRILL: No. 


THE COOitT: He ia not aaking you that. He 

ia aaking you whether you happen to know whether or not — 
ia that what you want, Mr. Brill — 


HR. BRILL 


Yea. 


THE COURT — Menune actually bought or 

•old# recogniaing you were iot a member of Menune t 
Ctmpany, you didn't sit with them in the office and ao on? 
The question ia did you know anyhow without being part of 
them what thev were doing. 

the WITNESS: other than the confirmations 
that were shown to me, no. 

THE COURT: All right. 

0 And that ia the confirmation with respect 
to the 400 shares shov/n in 37 a? 

A That and I believe one or two 'confirmations 
that were shown to me by the U. S. Attorney's office. 

0 I am asking about your own knowledge and 
you are telling me about something that somebody else 
told you about. 

MR. SAGOk: Your Honor, to his own knowledge. 
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a confirmation is a business record. How else do you get 
knowledge of something? 

IE COURT: That's right. 

Q You are satisfied with that, that is your 
whole answer, isn't it? 

A That is he best answer I can give. 

THE COURT: Let me clarify it. If Memne 

bought stock from John Jones & Company, would you know 
about that? 

THE WITNESS: No, thfere would be no way. 

THE COURT: If they sold stock to John 

Jones ft Company, would you know that? 

THE WITNESS: No. 

THt COUai*: That is what Mr. Brill is asking 

you, whether you know a../thing about anv trades between 
Mensae t Company and third parties. 

*: WITNESS: Absolutely not. 

THE »i/tji •; Next. Anv’body want to question 

hlsi further? 

MR. KLEIN: Yes. I will be ver brief, 

your Honor. 

RECROSS EXAMINATION 
BY MR. KLEIN: 

0 Mr. Bassani, yoj will recall we were talking 









I 

1347 

240a 

gvr9 Bassani-recross 

. 

2 

about those four checks totalling $200,000, Exhibits 12, 


3 

13, 14 and 15, which Kelly, Andrews and Bradley made 


4 

payable to the order of Peis Securities; do you recall 


S 

that? 


6 

A I recall having seen the checks, yes. 


7 

Q Do you recall the first one was dated October 


8 

i 

21st for $50,000,and the second was October 22 for 


9 

$50,000 and ►he third was October 22 for $25,000, and the 


10 

fourth was October 29th for $75,000; do you recall that? 


11 

• » 

A It sounds approximately correct. 


12 

0 Would you tell us whether you have any 


13 

record here which would indicate whether the dates and 


14 

amounts of these checks hav«? any direct relationship to 


IS 

the monies received by Kelly, Andrews and Bradley from the 


10 

sale of Cadnie Taylor stock, in other words, what I am 

. 


17 

trying to say is, on October 21, 1970, Kelly, Andrews 


r » 

and Bradley issued a check for $i>0,000 to Keia, is that 


19 

• 

correct? 


2 U 

A Yes. 


21 

MR. SAGHs Your Honor, I will object to this. 


22 

It is improper re-re-redirect. 


23 

THECouRT: Overruled. Let's clarify it 


* 

now once and for all. 


26 

MR. SAGORt This is different. We had 
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another witness on this score. You are opening up 
something again. 

| 

i h'E COURT: I don't care. He is entitled 

to . nat. 

MR. KLEIN: Thank you, your Honor. 

Q Let me ap. . uch it a different way and get 

» 

back to that same point. 

Of your own knowledge, do you know whether 
Kelly, Andrews and Bradley sold any shares of Cadqie 
Ta lor during St^-Lember , 1970? 

I 

A I kn. w that Mr. Miller had supposedly been 
selling the st ick. I don't know exactly what was sold 
or not sold. 

Q But you do agree, don't you, that the first 
m- . •?/ in connection with fadgii* Taylor st-ock that Kelly, 
Andrews and Bradley p<nu to Fein was represented bv 
Exhibit 12 which is a chock dated Octob. r 21, 1970, for 
$50,000, is tlna righ. 

A Yes. 

^ And the $50,000 would cover the purchase 

price, the selling t-. ice, of 25,000 shares of Cadgie Tavlor, 
is that right? 

A Yes. 

Q Do you have any book or record to show that 
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by October 21, 1970, Kelly, Andrews >nd Bradley had 
sold and received payment for 25,000 shares of Cadgie, 


Taylor stock? 


MR. SAGOR: 


I will object, your Honor. 


jC a twofold question. It assumes that there 
is one book that somehow has both these pieces of infor¬ 
mation. If he breaks it town, maybe that will be easier. 

THE COURTs I don't know what he can break 

down. It s a simple question. 

MR. sAn K: Is th »re a book which shows 

when the proceeds came into Kelly, Andrews and Bradlev? 
x chink th*‘ wi .ness can probably answer that, 
llif COURT: All right. 

There has been some testimony about this 
already, that all the sales are dated October 2nd, I think. 


MR. SAGOR: 


Right, and the proceeds 


Came in at various . Lines. There are some records in 


avid* ice. 


THE COURT: Let him aak about the proceeds 



fimt. Then we'll got it straightened out. 

q What I am trying to get you to focus on is 
Chat -- direct your attention to the fact that on October 
21st. there is a $50,000 check. On the next day, 
there are two checks for 50,000 and 25,000, and then a 
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week later, on the 29th, there is a check for 75,000. 

Is it your testimony that Kelly, Andrew* and 

Bradley — ithdrawn. 

Is there any record thatyou can point to 

which will indicate that between Octr.u* r 21st and October 
22nd, Kelly, Andrews and Bradley received an additional 
$75,000 which is reflected — for the jale of hte 

I 

Cadgie Taylor ..tock which is reflected in the two checks 
issued on Oc».w~or 22nd? 

A Well, I would like to xook at the checks for 
a second. 

MR. KLEIN: Would vou please hand them to 

him, 12, 13, 14 at. - 

Mr ./R: H<'re are the documents (handed 

Mr. Klein) 

(Mr Klein hands documen* ; to witness) 

Q Am I correct on the date, Mr. Bassani? 

A ».is. The first check is October 21, 1970. 

All right? 

q $50,000? 

A The che :k is for $*..0,000. You will notice on 

• . ' 
the check that the check is certified. 

0 Is it clear — 


THE v 


Let him finish. 
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A The second check is October 22, also for 
$50,000. Now, that check also is certified. The 
third check on October 22 for $25,000 is not certified. 

And the fin 1 check of October 29th for $75,000 is not 
certified. 

Now, what t an trying to get at by this, in 
answering your question, is that as atonies cane in, as 
customer isoney came in, checks would have to be deposited. 
Some customers that bought this stock lived in Jersey, 
v ay would send their check in for a purchase. Tne 
check would take •»*?ven days to clear. As the money caste 
in we paid it out towards the purchase of this stock, 
nut in this particular instance here, the first two 
checks are certified, the remaining two are not. 

0 Please produce a depo •'t slip or deposit 
entry showing a deposit of $50,000 between October 21, 
1970, and October 22, 1970, which permitted you to certify 
the second $50,000 check. 

A You wouldn't need a deposit slip for that day. 
Money oould have been deposited over the period of the 
last week and a half and had not cleared, checks had rot 
cleared, customer checks. Stock could have been sold 
from customer accounts and trade date settlements. 









jgrl 


245a 

Bassani-recros:* 


1352 


Q Thia ia all argument, ian't it? 

A No* Thia ia fact. 

0 Po you have any books to show that those 
payments cor» *sponded exactly to the monies that came 
in from specific sales? Can yoi* trace those monies? 

A lm not sure 1 understand your qeustion, but 
I would like — 

Q Let me ask you another question, then, 

a different one. Do anv part of any of these checks 
represent monies that came in from some other source 
besides your sale >f Cuigie Taylor stock to the public? 

,r. ;.aGOR: That is impossible. Honey 

is money, fungible. There is no way ot telling. 

THE COURT: Yes. It is a good objection. 

MR. KLEIN: Your Honor, it is obvious — 

THE COURT: I mean,, if you have $50,100 

in the iiMnk, you don't know which hundred ia in the 
50,000 or which is nof in the 50,000? 

MR. KLElri: Your Honor, : I sell you 

C« vjie Taylor stock lor somebody else, I'm supposed to 
i «ke that money and giv« it to him. but if I owe him 
money and I get it from some other source and give it to 
him and credit it to you, that is .another thing. I'm 
trying to show tl it these 'our checks have no relationship 
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n*»3 


whatsoever to the actual Files and resales made by Kelly, 
Ar< irews aid Brau y of < the Cadgie Taylor stock. 

THE COURT: I'm allowing you to proceed on 

that line. But how can anybody say that all of the 
particular account, unless it cleaned out the account to a 
zero balance', cam .3 from a certain sale of stock? Punds 
are mingled. 

Q You say that the October 21st check for 
$50,000 covers the purchases or the sales made in 


September? 


A No, I didn't uav that. 

0 You sav you mi>de the payments as the monies 

caste in, is that right? 

A As the money < ame in and checks cleared. 

THE COURT: I'm going to ask a general 
question, if I may. Maybe it will help you, or help you 
both on the thing. 

When you sell tho .'ock, you send out a 
confirmation slip. That is step No. 1. 

A That's correct. 


rijht? 


THE COURTt Step No. 2 is you get a check in, 


Step No. 3 is you deposit that check. 

Step No. 4 is when the check clears, is that 
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riqht? 

THE WITNESS: That is correct. 

THE COURT: It is onlv after it clears that 

it is money in the bank, generally, is that correct? 

THE WITNESS: That's correct. Or in pla< e 
of step NO. 2, where a check is being sent in, a customer 
will instruct you to sell sto. k that he has in his account 
of which you have then you deliver it five business 
days later and receive payment for it. 

BY MR. KLEIN: 

0 Are you telling us, the, that all the 
checks cleared in four different bunches, 50,000 to 
enable you to cert *y a check on the 21st, 50,000 to 
enable you to certify a chock on the 22nd, 25,000 to 
enable you tc issue check on th 22nd, and the $75,000 
to enable you to issue a check on the 29th of October? 

Is that what you are saying? There were four dates when 

th. monies came in an. cleared? 

A No. I'm saying that mom* came in over a 

period of time, all during the month of October, and 
I'm saying that evidently we did not have $25,000 
additional on top of the 50 on October 22nd that we could 
certify. So evidently money had not completed coming 
in yet and clearing, and that's whv this check is not 
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0 This is your conclusion now, isn't it? 

A No. It is not a conclusion. 

0 Did yr j havt- anything to do with the issuance 

of that check? Did you issue it? 

MR. SAGOR. Your Honor, why ask him questions 
ii he didn't? Why start asking questions and then 
refuse to take the answer? I don't understand. 

THE COURT: I'll leave that for the jury to 

determine. 

Q Did you sign those checks? Did you issue the 
checks? Who ; name appears as the issuer? Can you 
tell us that from — 

THE COURT: How many questions at once, Mr. 

. lein? 

MR. KI.ETN: I would like to qet a responsive 

answer. 

THE CoURT: But not if you are going to ask 

him three or four questions in rapj.. succession. He 
can't even open his mouth. 

MR. Ki.E j’N : He has a speech prepared and I 

don't want to he<>. it. 

THE COURT: Wait for an answer first. What 


is your irst.. 


;tton? 
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The qu Jtion is, who signed the check in 


behalf of Kelly, Andrews and Bradley? 


A 


'ex Poland. 



1 


1 
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0 Whan vea the atock that waa aold in September paid 


3 

for by tha cuatomera? 


4 

5 

A I hava no idaa. 

0 What w. j tha aettlemant data of tha September aala? 


b 

A I hava no idaa xt thare wara any Saptambar aalaa. 


w 

7 

0 Suppoaa I told you that Mr. Schiff«an taatifiad thar 

a 

0 

M9 a^oot $20,000 of September aalaa, 20,000 aharaa, axcuaa 


9 

m, approximataly 20,000 aharaa? 


10 

A Very posaibla. I couldn’t anawer that. 


0 wall, if thara ve.e, wouldn’t tha money hava bean 


li 



12 

collected and paid for during tha month of Saptambar? 


13 

A Not nacaaaarily so. 


14 

0 Let am aak * ou one more quaation. 


IS 

Isu't it a fact * reaaon thaaa four checka are 


16 

dat ad tha 21at, 22nd, 2/nd, and 29th of October waa to pay 


17 

for tha purchaae of 100,0v>0 aharaa of Cadgia Taylor atock 


: is 

that you purchaaed from Faia and for which Mr. Faia waa 


19 

dunning you during tl. month of October? 



A No. 


20 



21 

0 Did you teatify that Kelly, Andrewa 6 Bradley 



22 

waa abort of money towax- tha end of October 1970? 


23 

A We war* tight, yaa. 


24 

0 110,000 tight? 


25 

A 110? 
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Didn't yc testify that around the first week of 


November or the and of October you owed about $100,000 or so, 
you were short? 

A Mo. I testified that in December, at one point 
in December, we were $110,000 overdrawn. 

O And did that com about overnight or did it 


about grau. tly, during the period about the end of 


October? 


A Ho. That eaM about very quickly, in Novenber, 


late Novenber and early December. 

O And you weren't ah* r ». at all in October? 

A When you say "short," nothing like the kind of 
none, are talking about, we nay have been tight, but 
I don't think we were < t of ratio or short. 

0 weren't you tight throughout September and the 

* » 

first part of October up until October 21st? 

MR. SAGORt If ,our Honor please, I object. There 
ia a difference between owing more and having lots of 
cash in the bank. Son. ody could be bankrupt and have a 

million dollars in cash in the bank. 

THE COURT* Well, he is asking whether he was 

tight, whatever that means. 

MT. SAGOR* What does that mean, no cash in 


_he bank or assets 
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THE COURT* I'll allow it. 


0 Old you hava sufficient cash in the bank from 
Saptamper 15th to OctoL » 20, 1970 to pay $200,000? 

MR. SAGORt TO what? 

O To Octobar 20th, t> pay $200,000. 

A <700,000 i r hat? 

O For anything, to Fais. 

A No, wa didn't have $200,000. 

O And tha first time, do I understand tha — 

MR. SA( jk Excuse ino. I object. Thera has 
been no showing that $200,000 came in from' customers as of 


that time. 


MR. KLEIN* Ha said they didn't hava $200,000 cash. 
MR. SAGORt .r Because no customers paid for 


ti.u stock. 

THE COURT* we can't try a case, gentlement, 
all at once. Y.-u have got to wait until you sum up and 
then you will explain what the inferences are that you wish 
to draw. Each side wrll do his own. 

0 Tha first time that you got sufficient monies 
to pay $200,000 was commencing with Octobar 21, 1970, 
Octobar 22nd, Octobar 22nd and Octobar 29, 1970, and prior 
to that time you didn't have $200,000 in cash available 
in tha bank to make these checks, - that right, sufficient 
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2 

for that? 


3 

A I would say that prior to that date ve did not 


4 

h^ve $200,000 in cash in ti.e bank. 


5 

MR. KLEIN? Thank you. 


6 

the COURT? Mr. Sagor? , 


7 

MR. SAGOR? We have another witness. No further 


8 

questions of Mr. Bar jani. 


9 

THE COURT? Well, just to round that out, I just 


10 

want to ask you one question. 


11 



! 

12 

in the Months of September and October 1970? 


13 

THE WITNESS? Other that, subordinated loans in the 


14 

firm or anything like that, I mean ti.ore was no $200,000 


15 

obiigation. 


16 

THE COURT? All right. That is all. you may step 


17 

down. 


18 

(Witness excused.) 


19 

THE COURT: Th.s would be a good time to take 


90 

a luncheon break, we will take a luncheon recess until 2?00 


21 

o'clock and then sm will have some more witnesses, 1 guess. 


22 

MR. SAGOR? Yes, your Honor. 


23 



24 



25 




I 
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AFTER NOON S ESSIO N 

2»00 p.m. 

(Jury not present.) 

MR. * ILL? I acknowleage that during the luncheon 
today Mr. igor gave to roe Exhibits 3551# 3551—A# 3551’B 
3588, all Oi which art with respect to Arnold Widlits. 

(In the robing room.) 

THE COURT* Who wants me nowv 

MR. KLEIN; I do, your Honor. I wanted to renew 
again at this tim* the motion I had made in chambers 
earlier in the case about the jury accepting your Honor's 
explanation as an attenuation or extension of the witness' 
testimony. I feel that y ur l> nor ha»- punctuated the testi¬ 
mony throughout and the jury is a cepting your Honor's 
remarks as evidence. 

Coincidental /, your Honor's explanation always 
•feems to come whf-n the defense has mounted a point or 
offensive and it blunts the att a. k and it is really assisting 

the prosecutor. 

THE COURT* As I said before, give me a for 

instance and I will rule on it. 

MR. KLEIN? I don't have the record in front of 
me, but one instance occurred this morning. I am trying to 
think what it was. I don't have the specific instance, but 
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I am sur* it is throughout the record. Every time I feel 
daftnae counsel ar< making some headway, your Honor has 
become an adversary and very cleverly has pointed out the 
opposite side of the picture to the jur^. 

THE COURTI No, I don't think so. 

MR. KLEIN* Or the full picture. 

THE COURT* The full picture raayLo. 

MR. KLEIN* in an adversary proceeding, two people 
can't speak at the same time. So we have an order of proof. 
First the GovernaMnt >es and then we go and then rebuttal 
, t ad they would have an opportunity to present the rest of 
the picture. 

THE COURT* After I ask a question, nobody says you 
can't get up and ask a question. I have never denied 
that. 

MR. 1 LEIN * 'ou haven't done that. Every time I 

raise a point you are coming up with the opposite point. I 
am going to feel you are the adversary. 

THE COURT* am sorry you feel that way. All I 
wanted to do is keep tne jury from going off on side tracks 
which are not correct. 

I don't min.J a lawyer c.eating some oonfusion, in 
other words, sidetracking is part of defense of a criminal 
oaae and I recognise that, but I think that when you have a 
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•pacific question put in such a way that it doesn't embrace 
the whole thing to make it clear, then I feel I must 
intervene as a federal judge. That is my theory. 

MR. KLEIN: My oath a• defense counsel is to 
present the evidence in such a manner, legally in such a 
manne , as to best rtray my client's defense in the case. 

THE (. >urt: Of course you should. I haven't stopper 
you. I have given you great leeway in cross examination. 

I have given .ou the greatest leeway. 

MR. KLF T : ierhapu. I have no obligation to 
present the prosecution's side. I would be derelict in my 

v 

duty if I did. 

THE COURT: You have to present it in a fair way. 

You are dealing with a jury that are not expert. I am 
not goin^ to develop this theme'too much. The only times I 
hav c intervened, I will repeat this for the second time in 
the record, is when T feel there I*.*.. been confusion or lack 
of knowledge about a particular legal point or definition, 
if you will, and that C would do in the ultimate charge 
anyhow. 

So I do it earlier because by the time I charge I 
will forget about it. 

The other thing is when I think there has been a 
red herring drawn across the trail completely, I try to ask 
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a question to straighten it out but not in an adversary 

3 

t 

■anner and wheio the witness can answer yes c no, 

4 

generally, you will notice. I don’t tell him what to say. 

5 

MR.KJ it it has gotten to the point now where 

6 

the lury, every time I make a point y.^ur Honor takes up the 

7 

cudgels. 

0 

THE Court r There are no cudgels. What cudgel? 

9 

I ask you again on the record what are you specifically 

10 

complaining about/ 

11 

MR. KLLxt* I h*.a a specific instance at the 

12 

ament. 

13 

THE COURTt Then I can't do anything. 

14 

What else do you want? 

r» 

MR. KLEINt That'S all. 

16 

MR. i .vRCUS» Thu re is also hu matter of our 

17 

last week's meeting a. * Mr. Sagor was going to contact 

16 

Washing* :» with regar ' to wiretapes. We still haven't heard , 

19 

anything. 

20 

THE COURT> I asked you to call up. 

21 

MR. SAGOR» I did. They have given ms all negative 

22 

indications. What I *nt from them is something in writing. 

23 

So far it is negative from every agency. I want something 

24 

in writing. 


25 


THE COURTt when are you going to g«e it? 
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MR* SAGOR: They have promised it by Monday. 


It might be in ay ii. basket. I ^ill keep after it. 

THE COUP' 1 ' Mr. :agor is doing his best. 

If you can speed it up, I would be happy. 

MR. SAGOi\; If we could go off the record. 

MR. drill? if they wo.. id let us go down there and 
look in their files, it would help. 

Mk. SAGOR: tue ditfi ulty is they have no 
central file for safekeeping because they don't want that 
ii..v 'tion out. so each agency has to be queried and it 


takes tine. 


MR. KLEIN: That ii no problem. I have a 


.solution. 


THE COURT: Well, all r..)>»t. 

(Discussion off the record.) 

THE COU] t Perhaps you had better tell us now 
what these bank witnesses intended to testify to. 

MR. SAGOR: Sure. The bank witnenses are going to 
produce several accounts, the first of which is the special 
Cadgie Taylo;* account, which is referenced in the 
prospectus, showing the funds going into the account and 
the funds leaving the account and the deposits in the account. 

We will kn>w i recisely when the account opened up, 
when deposits were made and when the account closed. 


25 
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4 of Feis. 


MR. SAGORCadgie Vaylor account in the name 


There will also be Feis' personal account at 


to- ifactures for the month of November which shows Feis' 

commissions of approximately $.1,000 leaving the Cadgie Taylor 

I 

special account and gui.ig into Feis' account. 

iou will also see a certlived check on November 5th! 
with the §10,000 which arguably is the $10,000 of commissions 
that was paid to Kelly, Andrews L Bradley, ae you remember, 
on Nov mber 5, 19/0. Th*t is the witness from Manufacturers. 

The witness from another bank in Arizona, which is 
the corporate bank account of Sierra ilver, will show the 

I 

money, the $154,000 approximately from Manufacturers going 
intv that account at the latier part of October, 1970. 

You will fllao e money going out of the corporate i 
aCccoj.L, some $*5,00 i, directly on November 3rd into the 
personal account of Mr. Rid' *nd. 

And you will alao see no funds of the $60,381 that 
is owed by Cadgie Taylor to Sierra Silver at all going 
into the corporate bank account of Sierra Silver, which 
ia listed on the SEC report as belonging to this First 
National Bank of Arizona. 

So ”ou will see the Caugie Taylor account, the 


V 
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Sierra Silver account and Dr. Rldland's personal account. 

YOu will see $65 ,000, tor example, right after the October 
31st closing, jumping out of Cadgie Taylor into Dr. Rldland's 
person* 1 account and into Sierra Silver u »d then a day 
later you will see a check for $40,000 and a check for $10,00 
jumping out of Sierra Silver and we know from the checks 
we got from Dr. Ridlanu, vhich I am not putting in, they 
go to a Canadi .,i account of Sierra Silver. It goes out of 
the Canadian account into a broke age house. 

We are not putting in those checks. I just 
tell it to Mr. Klein or whatever he wants to make of that. 

At any rate, those art the two witnesses. 

MR. Ki.lIN j I think it would be objectionable unlesi 
there is connection. 

THE i ■ JURT• Why is that? 

MR. KLEINt ho you have the Sierra Silver New York 
account ht.ee? 

MR. SAGOR; The New York account? 

MR. KLEIN * Di.i they havo a bank account here? 

MR. ijAGORi wot known to the Government. We have 
the listed account of Sierra Silver with the official 
docusMnt that they filed with the SEC. 

If they ht*ve hidden accounts, I don't know about 
them. Of course, we would he glad to subpoena any 
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accounts. 


MR. BRILL: I don't think it is fair to talk about 
hiddan accounts. It generates an atmosphere in the record — 
THE COURT: Not with me. 

MR. BRILL: He didn't say Kelly, Andrews k 
Bradley had a Swiss account. That is ridiculous. 

MR. SAGOR: Never neaid of it. 


Mk. BRILL: What? 

THE COURT: He said he never heard of an 

account. 

MR., BRILL> You never heard of a Swiss account of 
Kelly, Andrews k bradley? 

MK. SAGOR: No. 

MR. BRILL: You haven't been in this case very 

ic-q. 


MR. Ki.tiiN: one thing I think would be objectionable 
would be any payment that Cadgie Taylor made to Dr. Ridland 
unless it's connected or any payment that Cadgie Taylor may 
have made to other accounts, Canadian accounts. It's got 
nothing to do with this case. 

THE COURT: I am inclined to agree with you. I am 
waiting to hear what the connection is. 

MR. SAGOR: Twofold. The payment from Cadgie 
Taylor of $35,000 into Dr. Kidland's account is, one. 
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I 

2 

•videm of misa t propriation because there is no basi ? in 

I 

3 

the prospectus by virtue of salary or the distribution of 


4 

funds in any of the filed documents showing that Cadgie 


5 

Taylor had owed or. Ridland any money. 


6 

There is no basis for his taking $35,000. 


7 

nil. COuRT t What has that to do with this case? 


8 

MR. SiwORt it shows several things. The bank 


9 

records from Arizona show several things. One, on October 


10 

31st there is a deposit iu cash of $50,000, allegedly. 


11 

in Sierra Silver. ..at shows Dr. Ridland* . availability 


12 

to have some $50,0 A) in cash being deposited in an account. 


13 

Two, we know the failure to put in the $60,381 shows 


14 

a misapproptiati>n stated in the prospectus for those funds 


15 

trom Cadgie Tayi r to be applied to Sierra Silver. 


16 

THE COURTf What do you want to show? 


17 

MR. SAGOR* It showy th misappropriation on 



the part of the apartment iu tnis case and the cash 


19 

availability to make he ^40,000 cash payoff. 


20 

MR. KLEIN: May I address myself to the second 


21 

point ? 


22 

THE COURT: How do you know it's from Ridland? 


23 

MR. KLEIN: There is no proof Ridland gave any 


24 

money. 


25 

MR. >AGOR: How do we know what? 

II • 
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THE COURT: The $50,000 deposit was frosi Ridland. 
MR. SaGOR: Ridlani makes the deposit in Sierra 

Silver. 

THE COURT: How do you know Ridland made the 

deposit? 

MR. SAGOR: I tnink his name is on the deposit slip 
THE COURT: Check it now. 


(Pause.) 





'W 


25 


MR. BRILI.: 
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It is purely inferential. 

THE COURT: I think you are allowed to show 

I « 

somebody who is alleged to have given cash has a source 
cash. The only tiling I object to, I don't want him 
say Rl'lland has a source of cash. The o-.-npany, Cadgie 
Taylor, has. There is a big difference. 

MR. SACOR: 1 would not claim that. 

THE COURT That would be error. 

MR. KLEIN: I think availability is not 

crrcumstantiI at <*il. 

THE COURT: I disaqree with you. So there 

we are. 

MR. BRILL: The dates —■ 

MR. KLEIN This was after the fact, your 

Honor. 

MR. BRIM.: — generate a reasonable 


doubt. 

THE COUm: Iou can argue that to the jury. 

What is the date of the $50,000? 

MR. SAGOR: October 31st. 


THE COURT: '7C? 

MR. SAGOR: It is^posited November 2nd. 

THE COURT The testimony is that the 40,000 


was paid November Sti 
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MR. KLEIN: But you don't show any money 


coming out of Sierra Silver. 

THL COURT: I understand that. 

MR. KLEIN: And nobody has testified in this 

ease it came from there. The only L.estimony I heard, 
Schiffman said he **aw Scheer with some cash and the other 
f llow, Bassani, testified he saw Poland and Scheer with 


ca«u.• 


THE COT 


So far there is no place in the 


company from which it comes, and I think the case will 
and that way,probably, as direct evidence. But I 


think he is entiti 


show that they had available 


so*'* cash. 


MR. KLEIN: I disagree with your Honor. The 


other point he is making is that Mr. Ridland — the 
company issued a check to him for $31,000. 

MR. SAUoR: $35,000. 

• i%. KLEIN: That is not evident of wrongdoin< 

o. inconsistent with th prospectus. 


documents. 


MR. SAGOR: You won't see it in any of the 


THE COURT: It is not consistent with the 

prospect if there was enough money without the proceeds 
of the sale. 
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the sale? 


Was there enough money without the proceeds of 


MR. SAGORt No. The banh had a few hundred 


bucks in it. 

V ' 

THE COURT: That is the foundation you will 

i 

have to lay. You will have to show that there was no 
money in the bank that the only money they took in was 
from the proceeds, and then I will allow it circum¬ 


stantially. 


MR. SAGOR: Their ending balance is $2.54 


before tne proceeds. 

MR. BRILL: Which account? 

MR. SAGOi<: .»dqie Taylor account. 

MR. BR1 t.L: Special acaount? 

Mi). SAGOR: Corporate account. $2.54. 

On 0<. oar 30 they depo Led a check for $153,921.54, 
wn.ch is from the special CuUgie Taylor account in New 
York. Their financial statements are written up _>s of 
October 31, 1970. The next day, 11/3, there is 
withdrawn Orom Cadgie Taylor $85,000, 35 of it goes to 
Or. Midland's perse l account and 50,000,which is no 

# 

where in the prospectus, goes to Sierra Silver. 
Apparently they havo 1 ready paid off Sierra Silver the 


2b 


60,000. 
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60? 


THE COURT: 

MR. SAGOR 
n : COURT: 
MR. SAGOR: 


of Sierra. 


Where had they paid them off the 

They didn't. You won't see it. 
That is the 50, ian't it? 
Thatmoney goes immediately out 


TH CoURT: They said they owed them 60 and 
t.. paid them 50. W., »t is wrong with that? 

MR SAGOi This money is immediately checked 
out Sierra silver's accou t. 

THE COURT: They never said they wouldn't 

ehe^k it out. They owed the money, they paid it. I don't 
follow that at all. 


MR. Siix R: Your Honor is missing something. 

Ft. .4 the proceeds of the $20o,000, 63,000 of that must go 
to Sierra Silver. If it doesn't go to Sierra Silver 
then it has to go into Cadgie Taylor. But it doesn't go 

into Cadgie Taylor. In other words, Cadgie Taylor is 

short over $110,000. The 6 ?-, which it never gets, and 

the 50,000, which is taken oi t from here <i->ing into 
Sierra Silver. 

60 of it has to go to Sierra Silver, but not 
both. Not 110,000. 'that Is not called for. 


MR. BRlr ' 


How can you have it twice? 
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MR. SAGOR: That la the whole point. 

MR. BRILL: 50,000 is paid to Sierra 

Silver of the 60,000-odd owed to it. 

MR. SAGOR: That is the point. The 60 

never combs in. Either the 60,381 goes into Sierra 
Silver or it joei; nto Cadgie Taylor. It goes into 

neither. It has :o go into one of then. 

« 

THE rouRT: Where does the 50 cone from? 

MR. SAGOR: The 50 cofees from the check from 

Manufacturers. 

ImE COURT: Which is from the proceeds of 

Cadgie Taylor? 

MR. SAGoi: Yes. So Cadgie Taylor has paid 

out, because it never gets the 60, and it gets the 50 
and it is paid out, it gives out or it doesn't receive — 
the same thing — $110,000. 

THE COURT: Let'a take one item first because 

I'm a little slow. They owed 60,000, Cadgie Tayloi 
owed 60,000 as revealed in the prospectus. 

MR. SAGOR: Right. 

THE COURT: Forget thv odd numbers. They 

paid then 50. 

MR. SAGOR: Ri<M>t. 

THl COURT- So they paid them. 
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MR. 

SAC*/ : 

Then they should have gotten 

$200,000. 

THE 

COURT: 

v,ho should have gotten that? 

MK. 

SAl* : 

Cadgie Taylor. 

THE 

COURT; 

How much did they get from 

Peis? 

MR. 

S; >R: 

Let me explain. They get net 

pi. jeeds — 

THE 

COURT: 

l ot me stop you. I will never 

understand it. 

Fui s 

is supposed to give $200,000 

to uadgie T ylor, right? 

MR. 

SAG' 

^ es. 

THE 

COURTr 

Did rhey give it? 

MR. 

SAGOR: 

No. 

THE 

COURT: 

How much did they give? 

MK. 

SAC. .R: 

They got 154,000. 

THE 

COURT: 

And did F'eis collect 202,000? 

MR. 

../iGOR: 

Yes, ovei that. 

THE 

COURT 

Wha. Happened to the balance? 

MR. 

SAGOR : 

That is interesting. 31,000 

went to Peis. 

THE 

COURT: 

Naturally. They are entitled 


to t* .t. 


MR. SAGOR: 


Thc**v. ia j 0 ,000 extra that was 
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put in fi . 1. Thi ,6,000 siqnificAntly came trom one 

of Ridland's subsi aries, Sierra Reef. We will show 
that ia a subsidiary. In other words, they apparently 
purchased - either purchased the stock or added money to 
fill up that account to sell those shares, and that came 
in >n November 17, 1°70. 

THE COURT: You are confusing me terribly. 

To me it's a simple thii.j if it can be unraveled. They 
were supposed to get — Feis was, supposed to get 202,000. 

1 R. SAGOR: Right. 

THE COURT: Actually you say Feis got 

218,000? 

MR. SAGOR: The whole accot t added up to 

262,000. In that account snould have been 250,0< 
representing all the shares — all the money coming in 
on the issue. But it came out that 296,000 came into the 
account. Now, the disposition of the funds ~ 

THE CoJRT: Where did the other 12 come from? 

MR. SAGOR: The other 12 came because thev 

added an extra amount. I don't know where the other 12 
came from. 

THE COURT: That is without selling stock? 

MR. SAGOR: That is right. They apparently 

seemed to put it in and take it out. At any rate, the 
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disposition of those fu. ts, we could trace 31,000 goes 
into Feis's account, we coul 1 trace — 

THE C T: Ten goes to Kellv — 

mk. SACJR: No. The ten will come from 

Peis's account to Kei That's not in there. And 

then you could i ice approximately 154,000 goes into 
-ierra — 1 mean, ra.ner, Cadgie. 

MR. BRILL: Now we have a — 

THE COUR’i: Don't interrupt. 

MR. SAGOR: $60,000 doesn't go any place. 

That should have gone t< Sierra. 

THE COURT: Where did it stay? 

MR. SAG< u: It leaves the manufacturer's 

account. 

THE COURT: Whore does it go? 

MK. SAGOR: It's not deposited. 

THE COURT: Who is it made to? 

MR. SAGOR: It is made out to Sierra 

Silver. 

MR. KLEIN: The check? 

MR. SAGOR: Yes, the check. We don't have 

the check. We have the certified copy of the voucher. 

THE COURT: Sierra could have owed somebody 


25 


the 60,000 and turned it ov. r. 
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MR. SAGO (f : it would have to be deposited 

in its corporate bank account. 

THE CuURT : Not necessarily. 

MR. S.s -OR: It is not deposited in the 
corporate bank account. it is as simple as that. 

XHE COURT: ft is not that simple. You 

can take a corporate check and endorse it. 

MR. SA. u: That's right. That is one of the 

government's points in . .is case, that: that check came 
endorsed that was taken out illegally, by the way, from the 
escrow account on October 23t.i before all the funds were in 
in violation of the agreement, it was tak.*n out on 
October 23rd, it was a ortified check and one belief 
that I have is that that was cashed, made into cash and 
that proceeds ~ould h ve been one of the sources of the 

t 

$40,000 payment made to Kelly, Andrews and Bradley on 

November 5th. 

% 

MR. KLEIN: It was 60, .«1? 

MR. SAGOR; That is right. We don't 

hav ® ***• The only one having the check is Mr. 

F4is. 
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THE COUliV: And your point is it never got 

into the Sierra bank account? 

MP JAGOR: That's right; absolute unavaila¬ 

bility of fund to ma) a cash payoff in this case. 

THE COURT: I can see that. 

Buf you have to explain it very carefully 
wit* thi. jury. They ere not going to underet.nd it. 

MR. BRILL! I wish he would explein it to 
■e, because I lon't understand it. I have heard a aerie. 

of figures added up that com. to approximately $200,000 
that went into — 

hr. SAGOR: I'll get my accounting sheets 

and show you. 

HE COURT! This much I understand. Pc.oet 
•bout the rest of it for the moment. We will ...! a. 

I under... d it, the or. species .ays that Caddie Taylor 
owed Sierra ..Uver some $60.000-odd which would be paid 
out of the proceeds of the underwriting. Reg.rdl.a, 
of what date it is, forget that it i. before or after, I 

. Chech i. drawn for the exact amount ahown the under¬ 
writing, which in normal eour.e on. would expect to be 
deposited in the b.nlc account of Sierra silver. The 
ehwck 1. ahown a, coming out, but there i. nothin, about 
going in, and it is about the time when the alleged Eei. 
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$40,000 is generated into cash. 

MR. BRILi.. That is one view. 

THE COURT: That is what? 

MR. BRILL: That is one view. 

Tl.i, COURT: You can attack it. You can 

bring in the check. .ou can do anything. I am not going 
to stop you from testing it. 

MR. (LEIN: What is missing? The check? 

MR. ikTT.L: He says he has the certification. 

MR. SAGOR: I have the certification, but 

I don't have the check. Thu ineck goes to Feis. 

Mk. MARCUS: Which check? 

MR. SAGOR: The check physically. 

Manufacturers makes out a certified check to Sierra Silver 
to the name of the person on the account. 

THE COURT: Which goes to the escrow account 

in the bank? 

Mk. BRILL No. It goes to Sierra. 

MR. SAGOR: No. Peis may have kept the 

check, possibly. 

MR. MARCUS: You are saying that — 

MR. SAGOR: Just a minute. I'll explain 

it to you. Hold on a second. 




25 


WLnt hardens is that a person who has control. 
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of the escrow account, Mr. Peis, goes to the bank. He 
asks to get a certified check. We have'that voucher 
for he certified chec’ 


check? 


account. 


THE COURT: But where is the cancelled 


MR. SAGOR: It comes back to the escrow 


THt: IjokT: And who has the books and records 


o. he escrow account? 


MR. SA. .<• The bank. They do not have 


Recc aks of tcks. 


THE COURT: Not Recordaks. Where are the 

origino _ of the chrrV'?? ihev should have gone back to 


them too. 


MV. SAGOR: Tht y ..' t have that. I have 

the certification voucher. That is all I could get »y 
han> j on. I would love to get my hands on — 

MR. KLFIn: r>«. you say that the $60,381 check 

c ne out of the escrow account? 

MR. SAGOR: That's right. 

MR. MARCUS: The escrow account ot Manu¬ 

facturers? 


25 


MR. SAGOR: That's riqht. 

MR MARCUS: And you are saying that check 
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drawn to Si. x*ra Silver was given to Peia and from there on 
we know nothing about it? 

THE COURT: He didn't say that at all. He 

■aid that if you match the incoming, the deposit in the 
Sierra Silver account, although the check is shown by the 
certification records to be made out by Sierra Silver, the 
'• • • here is no record that they received it. 

That is what he is saying. There is no confusion about 
that. 


MR. KLETrf: And you are questioning the 


source for the $40,000? 


$40,000. 


MR. SAGOR: One of the sources for the 


MR. KLEIN: Which is the source? Aren't 


we en. Lied to specificity at this point? 

THE COURT: I don't know. 

MR. KLEIN: He sais .t is oneof the sources. 

63,000 is gater than 4u,000. if he says that is the 
source, fine. Then he is stuck with it. If he says that 
is one of tie sources, then I don't know what he means. 

If he has another source -- 


THE COURT: Case» are tried every year 

involving bribery and elated offenses where an attempt 
isn't even made to show the source because the government 
can't show it.. That's lust not a defect. 
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MR. BRlLb: T' t is a afferent \ .nd of a 

sit iation. 

MR. KI.FTN: Wo have a witness who says 

here's a br. .e. We don't havr- anything connected with Mr. 
Ridland. 

MR. SAGOR: There will be some more 

testimony showing Mr. Ridlan i is the bag man in this 
case. 

THI. COURT: That is wnat he should tell us. 

hit. SAGOR: I think WidlKz will testify that 

Steel will tell him at some ooint that Widlitz — 

THE COURT: Then I have a suqq* »tion to make. 

I say put on Widlitz first and then the bank. 

MR. SAGOR: He is not here yet. But this — 

THE COURT. whc.t URie is he due? 

MR. SAGOR: He is coming at 3 o'clock. 

But this has nothing to do with the $60,000. Widlitz 
will testify that on October lut Steel tells him th«it 
Ridland is expected tr bring the $40,000 cash. That is 
October 1st, which is some evidence that Ridland is the 
source of the money. 

THE COURT: I'll tell you what we'll do. 

If you are waiting to Widllt-7, we will put these bank 


25 


witnesses on and mark these things for identification so 
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that we get the authenticity part and in the course of 
business done and all that, and after Widlitz you can 
introduce them in evidence if I feel there is a connection. 

MR. SAGOR: But these documents, the records 

of 8ierra Silver, have another function, and that 
function is to show J5,000 <roing into Midland's account 

t i 

on November 3, 1970, that he profited from the public 
offering of this stock. Peis profited; he got 31,000 

I 

in commissions. Ridland profited; his company gets 
154,000, and he peVsonally gets advantage of a check for 
$35,000. That's motive here of why he would want to 
do this issuing and why he would be willing to b epart 
of a bribe, so-called, of $40,000. 

MH. BRILL: Motive is not an element of 

these offences. 

THE COURT: Motive isnot a necessary element, 

but you may always prove motive. 

MR. Ki.EIN: You are forcing me to put 

Ridland on the stand. 

THE COURT: That frequently happens in a 
criminal case. 

MR. KLEIN: On the other hand, if it's a 

crime, if he can't justify it, it would be a crime not in th<! 


Southern District of New York but out in Montana, or where 
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ever the check was drawn. 

THE COURT: It is not a question of a crime. 

It is a question of intent in committing a so-called 
alleged frauu. I wasn't there and the government is 
entitled to pr >ve the fraud circumstantially as well as 
by direct evidence, especially when you've attacked the 
credibility and the bias of these witnesses so greatlv. 

MR. KI.J iN: What has that oot to do with thes< 

checks/ It has nothing to do with these witnesses. 

THE COURT: i am not qoing to argue with you. 

If you don't see it, it is obvious, I can't help you. 

All right, let': get on then, gentlemen, if 
there is nothing else. 

(In open court; jury present) 


D'Angelo. 


MR. SAGOR: The government calls George 


THE COURT: Again we hav« been delayed 


because we have had some legal matters to discuss since 


2 o'clock. 


* * * 
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THE COURT> They don't hear a word you are saying. 
Speak up and face them. Repeat what you just said. 

TH WITNESS t Pirst National Bank of Arizona, 
in Phoenix, Arizona. 

0 Miss Block, pursuant to a subpoena, have you 
brought with you certain Lank records? 

A Yes, I have. 

0 How long have you been with the Pirst National Bank 
of Arizona? 

A Seven years. 

0 And in what capacity? 

A Well, I started as teller and now I am customer's 
service representative. 

0 I show you what is now being marked Government' 
Exhibit 39 — excuse me — Government's Exhibit 40 for 
identification. 

(Government's Exhibit 40 marked for 

identif i -ration.) 

THE COURT* Let me see it first, Mr. Hughes. 

(Handing to Court.) 

0 Can you identify Government's Exhibit 40 for 
identification? 

A Yes. It's a corporation signature card on Cadgie 
Taylor Company 
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4 
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7 
b 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


0 And is that kept by the bank in the ordinary 
course of the bank's business? 

A Yes. 

O And < s tne ordinary course of the banks business 
to Keep such a signature card? 

A Yea. 

0 Is tint signed by G. c. Ridland in part? 

A Yes, it is. 

0 I show you what is now being narked 40-A for 
identification. 

i 

(Government• t» l.xhibit 40-A marked for 
1dsntifica-’on.) 

0 Can you identify 40-A for identification? 

^ Are bank statements on the same corporation, 

Cadgie Taylor. 

THE COURTt Por what period? 

THE WITNESS* Prom September of'70 to November of 

1970. 

THE COURT* Thank you. 

O wha* is the last date. Miss Block? 

A The last date on the statement is 11/24/70. 

0 And are those made by the bank in the ordinary 

course of the bank's business? 

A Yes, they are. 


« 


i 







r 


A 
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0 Kith respect to the bank statements, 40A for 
identify ation,ho\ ;.>anv columns do your deposits apoear 
in? 

A One column. 

To the dotted line < the right, are those 
columns onlv for Withdrawals? , 

A The three columns in the center, ves, they are. 

MR. SAGOR: Your Honor, we offer 40. i 

know your Hr or wants us to hold back, but perhaps n 
authenticity grounds w • -an tai.e them in segments or 
perhaps do all of the record at First National. 

THE COURT: I think in a case like this you 

ought to mark these for identification. I will ask 
counsel whether they have any nu-stion of authenticity, 
in which event I will allow them to conduct a voir dire. 
Then l.-t's leave them for identification until we can 
piece the strands together and discuss them intelligentlv. 

MR. :;AGOR: what I would like to do at some 

point is sul stitute true copies for the record. Miss 
Block informs me her bank would 1i, to get these 
originals back. 

MR. KLEIN: No. 

THE COURT: In oth»r ..ords, a photostat *11 


be put in for an orioinal? 
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J 

MR. SAGOR: Yen. 


3 

MR. SAGOR: May this be rtarked 41 for 


4 

identification? 


5 

(Government's Exhibit 41 was marked for 


6 

identi:ioat ion) 


7 

MR. SAGOR? Mav this be marked 41A for 


6 

identification? 


9 

(Government's Exhibit 41A was marked for 


10 

identification) 


11 

MR. SAGOR: And this be marked 41B 


* 

for identification? 

% 


13 

(Government's Exhibit 41B was marked for 


14 

identification) 


la 

0 Miss Block, would you identify — can vou 


16 

identify 41 for identification? 


17 

A The siqnature card on Sierra Silver Mininq 


18 

Company. 


19 

MR. KLEIN: I didn't hear % a. 


20 

THE WITNESS: The siqnature card on Sierra 


21 

Silver Mininq Con >anv 


22 

Does that purport to be siqned bv one G. C. 


23 

Riuiand? 


24 

A Yes. 



25 


0 


And is that *ept bv the bank in the ordinary 
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course o£ its business? 

A Yes. 

0 Is it the o linary course of the bank's 
business to keep such signature care? 

A Yes. 

Q And what is the number of that account? 

A 678-5155. 

Q And have you produci-i; certain orioinal bank 

statements in conne •ion with Nr 5155? 

A Yes. 

o And is that 41A ■ entification? 

A Yes. 

Q And are those kept hy the bank in the ordinary 
course of the bank business? 

A Yes. 

Q And is it the oidinary course of the bank's 

business to keeo such stat«.> <»ntg? 

A Yes. 

0 The originals of those statements are sent 

to whom? 

A The originals of the statement are sent to the 
customer. 

Q And the customer list d on the account card? 

A Sierra Silver Company. 
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0 And the period covered by 41A for identification 
is what? 

a October 6, 1970, through December 30, 1970. 

MR. KLLiM: Did you say October 6, 1970? 

THE WITNESS: Yes. 

MR. KLEIN: Until when? 

THE WITNESS: December 30. 

Q Can vou identify Government's Exhibit 41B 
for Identification? 

A Those are ueposit slips on the Sierra 
Silver Mining Company. 

0 Some but not all the deposit slins? 

A No. 

0 Are they kept by the bank in the ordinary 
course of the bank's business? 

A Yes. 

0 Is It the ordinary course of the bank's 

business to keep such ri>i>osit slips? 

A Yes. 

0 I show vou what is now being marked 42 for 

identi f icatioi.. 

(Government's Exhibit 42 was marked for 

identification) 

MR. SAGOR: May this be marked 42A for 
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identification? 

(Government's Exhibit 42A was marked 
for identification) 

MR. SAGOR: And this 42B fo t identification. 

(Gover- mem ’ s Exhibit 42B was marked for 
identifi ition) 

0 Can yr Jentify 4? for identification? 

A The signature care on G. Carman Ridland. 

0 And is th..t for ac mt 670-5017? 

A Yes. 


And is that a personal checking account? 

A Yes. 

Q Is that signature card kept, in the ordinary 
course of the bank's business? 

A Yes. 

0 Is it the ordinary course of the bank's 
business t«» keep such a signatuie card? 

A t ea. 

Q Have you also >ught with you and marked 

42A for identification certain monthly bank statements of 
that account? 

A Yes. 

Q And is 42A kept by the bank in the ordinary 
course of the ban business? 
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A Yi *. 

Q Is it the ordinary course of the bank's 
business to k. such m nthly bank statements? 

A Y. 

0 And also ehrospect to deposit slips, w^uld 

your answers be the same as to he bank's Drocedure in 
keeping those deposit siiDs? 

A Yes. 

0 And those are marked 42 — 

t B. 

0 R. And those are some but not all the 
ieposit slips associated with that account? 

A Yes. 

THE COURT: Do these deposit slips show the 
deposit of checks or cash? 

A The way it is listed here, it would show as 

;heck. 

THE COU Both of them? 

THE WITNESS: On these two, ves. 

MR. KLEIN: What is the number. 

THE WITNESS: 42B. 

0 Miss Block, when you get a moment, would you 

look at 41B for identification. Those are the deposit 
sl^ps assoc, ed with Si- rra Silver? 
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Q And do you see a deposit slip which is 
dated October 31 , 1970? 

A Yes. 

Q And th *t was deposited in chi’ bank on what 

date? 

A November 2 id. 

v> Without (.ellinq us the amount of that d^oosit 
at this time, w< ou tell us whether the nature of that 

deposit is check or currency? 

A It’s listed as currency. 

Q And is there an ABA number on that deposit 


slip? 


A 

0 

A 


No. 


What is an ABA number? 

An ABA number is a number referrinq otthe bank 
which that deposit was made out or the check would be 
drawn against on any account. 

Q When there is a check deposited, is there 
often an ABA number next to that check"* 

A The check is to be listed by the ABA number. 
.he COURT: I notice on 42B for identifi¬ 

cation, do y. u have . v n imber there, what vou said was 
a check? 


* * * 
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available. That is just a footnote to all thia. 

'I’heso hank records from Manufacturers show the 
60,381 going out, it show3 when the denosita were made to 
the account, it shows the commission money going out of the 
account into Peis' own account, And' then we see the commis¬ 
sion money taken *rom Peis' own account, oaid to Kelly, 
Andrews & Cradle’' hv certified check, and it also shows the 
denosit from a Sierra subisdiary comnany from the Royal 
Dank in Canada, Vancouver, into the account on November 17th. 
TIT, COURT: That is that 16,000? 
mp.. RAOOR: Yon, 16,000. But it is discounted 

a little bit. 

TUP. COURT: Will you be able to explain that to 

the jury? 

mr. RACOP: Sure. Or Mr. Ridland will explain 
it v;hen he takes the stand. Sure. 

I can show your Honor — 

mr. nnii.T,: Hasn't there been a change in the 

law. Judge? I heard Mr. Sagor make this kind of comment 
about twelve times. 

Tur court: It doesn't affect me at all. 

mr. drill: I just wondered, because I may be 

behind on the law. 

THF. COURT: You are not behind on the law. 
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£v;oR: You are not behind — 

THK COURT: Mo mav have had a orivate communi¬ 
cation with Mr. Klein. I don't know. Maybe he reads hia 
mind. There is a little mental telepathy goinq on. 

mr. e ’AOOR: I think we can take them one at a 


time. 


MR. BRILL: Can I sav that I am even more muddled 

now than Mr. Sanor succeeded in muddling me yesterday? 

TMK COURT: He may muddle the lury into an 

acquittal. Tt is vrrv nosnible, very oossible, 

MR. BRILL: To which I think the defendants are 

entitled, by the wav. 

Tifn COURT: I don't know about that. They may 

net it, whether they are entitled or not. I am not goinq 
to iudne that. I am not the lury. 

BRILL: Right. 

MR. FhOOR: It will be a rare day that Mr. 

nrill is advising the nrosecution to halo them in their 
case. I say that with due resnect. 

MR. BRILL: I know, and with a glint in your 


MR. SV50R: Okav. 

Mow let's look at the Cadgie Taylor company, 
That is this bank account. Cadgie Taylor has deposits 
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. <\nc t 77 . October, 89,42 on these 

throughout Hont^bor of 

dates, and on thin date (indicating) it ban - 

MK. U»ITjf«! l/hat date 18 that? 

October 26th. '70. How, on this 

date, significantly, thorn in 62.54. 

WB rmirrs October 29, *70 there Is a balance 

of 5 2.S4 in thr* account. 

MR# .<v»K: Then he aets instant credit. 

Irrelevant. 1 - not focusinc on that. He ^ i-t«nt 

credit for thin (indlcstinq), to make it by hia fiscal end 
Of the ..ear. even though the money hasn't been drawn really 

on Manufacturers until U'2 1970. 

Till: CURT: What haa that got to <lo with the 


case? 


MR. fi.WJhs lothinq. 

low, as soon as that money is out in, as soon 
.. that mono-, is out in. nart is checked out. You remomber 
that coney never oor, to sierra Silver, a. It ehould. and 
lt „ in none of the bank account, that Mr. Midland ha. 
oroduceu. in other words, it Is not In any of the thr.. 
h,nk account, that Midland has. »ut I am not putting on 

I 

the documents that he introduced. 

at any rate, 35,000 is immediately taken out of 

Cade la Ta-lor and out in Midland*, nor.onal account, and 
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is tV,.-n ,-ut a,;d noos — it ma" not be taken out; | 

this mw no olsowhero. i.ut I'll assume for the moment that 
it .,oes to the como.-.n- in the form of a cash deooait. The 

dates are different. The Ueooslt is the 2nd and leaves that 

« 

account on the 3rd. nut I won't qet into that. 

inv rate, lot's assume arquondo that it ones 

in them frm r*min Tavlor. Tt doesn't ratter. If it 
conns out nf Cadqic Taylor and ones to a nonexistent place, 
that is vorne. Tf this cash is not from Cadoie Taylor, 
that is worse. T a ' nsnuminq the host for Ridland at the 
mor-nt, that no has cotton the benefit of $35,000 in per¬ 
sonal more'/ from the roman’', and also his corporation, 
which he owns fifty -r cent worth, nets $50,000 from Cadqio 
Tavlor, showing a oreat motivation here and the avallability 


of funds. 


the 50 , 000 ? 


r.Li’Ttl : Who is this check made payable to, 
m?*, SACORt 'lo don't have thechecfcs. He 


claims he doesn't have the checks. 


the iur”. 


yp. DRILL: I iust hone he arquea all this to 

i*’*. sadOU: »Kay. This will be my problem. 

•«e. KlilUli: ‘.01 at is the date of this? 11/3? 
mr. jiviont Teat's riqht. 
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2 

ip cvi also toi' ronev ^loinq from Sierra Silver 

V 


3 

immediately a*t.«r it comes i ri f ron\ radqie Taylor, beinq 


4 

checked out. Hut that’s not imnortant. We also see money 


5 

from Mr. midland's personal account ooinq into Sierra Silver, 


6 

which in not Important either. 


9 

Y)<n niTOT: Then don't nut in anythinq unimpor¬ 


8 

tant . 


9 

mi>. r\dhR: That is to his benefit. 


10 

»t in** rate, all these banking statements — you 


11 

could see the i^ortmef* of the snecial account and we can 


12 

see Pa.inie Tavlor, the to,nnn did not come into Cadaie 


13 

T.V'lor , and Midland nets immediate use of the funds of the 


14 

company, includin''* hjs personal account. 


15 

m>. i’i.kIM: What happened when it went into his 


16 

oorsonai account? what happened to it then? You show a 


17 

denosit o* , sl r ,000 into his personal account. 


18 

M**. Yes. 


19 

Mp. ja.niM: '.'hat hannened to that 35,000? 


30 

Ip, He used it. 


21 

•yie . iiiots How do vou know? 


22 

M'».K!. ,, T , 1: Do ’’ou show a withdrawal? 


23 

mi* , '■•x'ViHj There is a withdrawal qoinq back into 


34 

f.ierra *i]Mor of jh.OV*. ‘•’hat is not his company. He is 



not allowed to cV. n radqie funds to uao for his own corpora 
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• tyiini^; That confuses the issue. I won't 
allow this l K .,«')h in. '.’he other stuff I think is quite 

relevant. ‘ 

mv. You mean the 15,000. 

C *>IJP.T: The 1*>. 

*! :. ;'C.o- : lo. 3!>,ono noes to his personal 

account. T’li loavo it thorn. 

■’••i: : ifow do von know it essn't for a 

cornnr-n.-’ 'mrv.si 1 ' 

Mtt. t;\<*>***: How could he take a check from 

this rorooration? > : e nets inrodinte use of the money. 

^v«*n to, "'our 'V.nor, r.ne fact is that; he is takinq money from 
* corner »t«- account uni nuttinq it in a personal account, 

> J-,,000. 

m *. : That is not part of this case. 

M“. :it is nart of this case. 

M*. ’T.'-’T i: This case ir that there was a $40,00< 

cash pqvoff. i'liat is the only case here. 

n *. ■ \OOT1 : Your Honor, this is within the 

period of the consoiraov. There is substantial evidence of 
misv-nro-'ri itim and availability of funds. 

i,i• j i; Thin not n case of misappropriation, 

your .l:<a tr. 



V 
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tm;: ♦r»wf<T! The nroblem I have is that based on 

the date, it is a 4ovomber 3rd withdrawal, and the testimony 

was that the cash 'rat; on id by November 5th — wasn't it? 


M?. TAftOW: \bsolutely. 

nou'tr s /hether that is nre judicial without 

a connection. This is m»» nroblen. Because you may auite 
nrooerl" offer it for another nurnose and it may turn out 
to he e»;trenelv nr‘judicial on an ansun^tion* a quess, a 
ausojeion. 

Ml». T'm not sayinq that that's necessar¬ 

ily the nawftff "ionev. r'm showinq the use and availability 
of funds. 

mb.kt.i:!/!: Hhv don't you noint to the payoff 


mono*'? 


•«p. KVIOR: Mow can I noint to the nayoff 


nonnv? 

.4 

MR. 1'LETM: There is no navoff money, 
up. TAGon? VVrue that to the jury. 

MR. KL.MINj You are qoinq to confuse them. 
Talk about rod herrings. These are all red herrinqs here. 
You are ssKina the jury to conjecture that because the man 
haoonnds to have non*v in his nocket on a certain day in 
Las Veerss — 


t«t court: I am qoinq to allow that qenerally, 


t 
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1" l*$ * 

tho Sro.oon ch«^y, that- it '"isn't deposited in the Cadqie I 

Taylor account. That. smms to no miite a useful niece of 
evidence. ’'hether it is accented or not is for the lury. 

T an troubled a little hit, not nuch but a little bit, about 
the 35,000 — 

•«». «*ac,oi<: Oninq into — 

•’nr courts — because it mioht look as if he 
is stealin" t.ho r.onev out of there. 

»«T>. r*’*tT,L: lie just said that it went to Sierra 

Oliver, and 01«rra Silver is a creditor of Cadqie Taylor. 

VMS court: It wasn't revealed in the prospectus 

Thev ml" showed ( 0,000. Phis is in addition. 

mu. paeon? This is even worse. You see, 

60,000 doesn't shovr un in the connanv. Now 50,000 is qoinq 
fron C^dcie Tavlor. So Cadoic Taylor is qivinq to Sierra 
Silver lin,ooo. 

Till: COURT: That is the nart. 

MR. »:r.KTW: t t.houqht this case dealt with the 

$ 40,000 cash nayoff, undisclosed and unauthorised commission. 

mt*. 'ViOR: lo. a.s I've indicated in the bill 

of particulars. It deals with false statements in the pros- 
nectus . Thor*' ire several. 

mo. kt.iiin: The bill of particulars is not an 
indictment. The urand jury decides, not the district at£orno^ 








1*7 15*' 


299a 


1502* 


'.M0: court: That doesn't hanoen to be the law in 
this circuit. in * conrmiracv you don't have to show the 
moans in anv event. So, if vou show some means, it doesn't 
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MR. KLEIN: He is showing separate acts. 

THE COURT: That I am considering overnight, what 
to do about that. I haven't made up my mind about that yet. 

MR. KLEIN: The jury can find that there was no , 
$40,000 payoff and I am sure they are not going to be able 
to show it, but the jury can properly find us guilty on 
other things: beyond the 120-day deal, taking 35,000 
out when they are only supposed to take 60,000 out, all 
other things besides. 

We can be found guilty on any one of a number of 
things. In other words, if the jury finds that there is 
no $40,000 cash payoff, but if they find any,one of these 
other items that you are putting in, that it was sold beyond 
120 days, that it wasn't completely escrow or that Mr. 
Ridland took out store cash than was disclosed, they can be 
found guilty on that. 

The main thing we are defending on, and we are 
entitled to know what the impact and what the thrust of the 
accusation is, on that one. We can be completely innocent 
and be convicted of other things. 

MR. SAGOR: You haven't read the government's 
requests to charge. They are very limited. 

MR. KLEIN: How does that change what I say? 

THE COURT: The issue is — I will have to think 
about it a little more — whether it is evidentiary only. 
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2 

I am convinced It is proper evidence, that's for sure. But 


3 

whether you are entitled to a charge there if they don't 


4 

find that there was any $40,000 payment they must acquit. 


5 

that is what I want to think about. 


6 

MR. SAGOR: The thing that is clear from Manor 


7 

and this witness' testimony is that if you sell with a 


8 

prospectus which has a material false statement, that is a 


9 

crime. 


10 

THE COURT: That is not the issue hers. The questi< 

n 

11 

is whether they had adequate notice. I don't know who 


12 

drew this indictment. 


13 

MR. SAGOR: Who had? 


14 

THE COURT: The defendants. It is a very poor 


16 

indictment. 


16 

MR. BRILL: They spent a lot of time investigating 


17 

it, Judge. 


18 

MR. SAGOR: That is irrslevant. Why do you get 


19 

into that now? 


90 

MR. BRILL: I hear more irrslevanciss from my 


21 

good friend here. 


22 

■# 

MR. SAGOR: You made a statement up there, and I 


23 

nay want to prove it, about the fact that this company 


24 

couldn't do business because the government investigated it. 


26 

You state for the record that's what you belisvs? 



* * * 
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THE COURT: I am getting into the vernacular becausi 
I don't know what else to do with you. What else do you 
want? 

MR. SAGOR: I think your Honor understands it as 
I understand it. I thought your language I don't think 
was clear. But as long as we understand it will be made 
clear now. 

THE COURT: It is not clear yet how I will charge 
on the question of whether if they don't find the $40,000 
was received under the circumstances related by the 
witnesses they can still convict the defendants. That I 
haven't determined yet. I want you to know that. 

MR. SAGOR: I understand that. If your Honor 
reads the cited cases it will be clear. 

THE COURT: I have read the cited cases, I have 
thought about it. I will think about it more. Don't say 
I misled you at this point. I may charge your way at the 
end but I haven't made up my mind. 

MR. SAGOR: I understand that. 

THE COURT: In any event, I have allowed tile 
evidence in. That is admissible. 

MR. BRILL: We are going to move to strike that. 

THE COURT: There is something I wish you would 
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withdraw on your own. The $60,000 thing I as quite satisfied 
is all right with one caveat, and that is where you have 
some proof that this is the only bank account that Cadgie Tay]or 
had, because if you don't how do you know where it went? it 
might have gone to another bank. 

MR. SAGOR* I will tell you what my proof is. 

We have the statement filed with the SEC — 

THE COURTt Listing the bank accounts. 

MR. SAGOR t The one bank account. 

THE COURTt That is enough. 

MR. SAGORI Two others. Mr. Ridland has produced 
the Cadgie Taylor statements. They do not appear on 
those statements. Obviously if they did appear I would, as 
a Brady matter, allow that to go in. They do not appear. 

the COURTi This is what he produced. So that 
satisfied. What I am not satisfied about is the withdrawal 
of the $35,000 by Mr. Ridland. I am afraid it's prejudicial 


and unless you know what it was for, it •earns to me it is 
gilding the lily. 

MR. SAGOR> There is no basis in the prospectus 
for Ridland to have that money from the cospany. All X am 


showing is -- 

THE COURTt you don't knbw what it is. Suppose he 
took the money because he wanted to buy another claim, which 
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the prospectus said they would have to do if it was a 
successful underwriting, and he wanted to do it in his own 
name for some reason, not the company^ name. 

MR. SAGOR* The futures have to be paid for by 
corporawe runds. There is no basis to take those funds. I 
can put in the 10K — 

THE COURT: we are talking about buying a land claii 

or something like that. 

MR. SAGOR! I will put in the 10K for 1971, 
which will show the use of the funds of the company. There 
will be no reference in there to any loans made to Dr. Ridlan 
or any acquisition of any other land. 

THE COURT: That is what I don't want to confuse 

the jury about. 

MR. SAGOR: I have enough, your Honor. 

THE COURT: You are too persistent. You 
almost convinced me now. I am not going to do it because 
I think it is prejudicial. There is no connection. I don't 
know what it's for. There is nothing which says it came 
directly from the proceeds of this. It is from the company. 
MR. SAGOR! it is directly from the proceeds. 

THE COURT: Because he had no balance? 

MR. SAGOR: Absolutely. There is $2.54 in that 

acoount. 
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THE COURT; Then you have to relate it back that 
at the time they made this prospectus they understand it 
was going to be done. There are a lot of complications. 

MR. SAGOR; There is a continuing obligation 
here on the part — 

THE COURT; That is enough. 

MR. SAGOR; What I am doing with the next 

witness — 

THE COURT; I am telling you now I won't allow the 
$35,000 taken out by Ridland. Don't touch it. 

MR. SAGOR: All right. 

THE COURT: The other part I do go along with 
you on showing the source of the cash and on showing that 
the $60,000 was not deposited in the Cadgie Taylor account. 

MR. SAGOR: So the accounts we put in would be the 
Sierra Silver and CMgie Taylor and Manufacturers, leaving 
out Ridland's personal account. 

MR. BRILL: Does that include the Peis account as 

well? 

MR. SAGOR: That is in already. 

MR. BRILL: I will move to strike that. Judge. 

1 

THE COURT: You can move whatever you want to. 

MR. SAGOR: I have a brief witness with the 
quotation, the last quotation, on Cadgie Taylor in November. 
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That is the last time it was sold. That relates to the 
evidence — 

MR. KLEIN? What date? 

MR. SAGOR? November 7, 1973. 

MR. KLEIN? They are not in the mining business 

now. They are in the hotel business. 

THE COURT? I won't allow it. It is too remote. 
MR. SAGOR? That was just an answer to putting in 

the price of silver. 

THE COURT? I understand. The price of silver is 
different. Let me explain to you I am not an irrational 
person. The price of silver I permitted in on the theory 
that it's the type of stock where an intelligent and prudent 
investor who wanted to speculate might well consider silver 
is a volatle commodity that might well go up beyond what 
the books show. It has nothing whatever to do with the 
ultimate decline of the stock three years later. 

MR. SAGOR? I don't think yout Honor is ever irra¬ 
tional. 

the COURT? It is not irrational. One deals with 

intent and the other after the event. 

. MR. MARCUS? Just so I understand, on the Feis 

bank accounts, you are not going to strike them from the 
record, you will allow them to remain in evidence. 
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THE COURT t No. 

MR. MARCUSt For the record I would like to say 
they are Irrelevant and go to charges which are not contained 
in the indictment and, if anything, go to charges which the 
prosecution is attempting to add at this point in application 
of the indictment. 

THE COURT: I didn't say yet I am permitting them 
to prove additional charges, which you call them, which 
are other means in the conspiracy. I said I would permit 
them on the evidentiary basis that they are an integral 
part of the scheme, at least so claimed by the Government. 
That is different. 

The other I am reserving on. 

MR. KLEIN t Perhaps you overlooked something. I 
am not too clear myself. Yesterday you said you would 
take objections as to authenticity as to certain documents 
but you reserved a decision on objections to them. 

THE COURT: That is corrfct. 

MR. KLEIN: Is that still hanging? 

THE COURT: That is what I am deciding now, that 
I am going to allow them in, but I am not allowing in the 
Ridland $35,000. I have excluded that. I have ruled the 
rest of it comes in for the reasons I have stated already. 

MR. BRILL: But not binding upon Steel. 
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THE COURT * I wouldn't say that on those. It 

t 

is part of the conspiracy. 

\ 

MR. BRILL> All the SEC documents? 

THE COURT* He is talking about the bank statemsnts^ 
The bank statements are in furtherance of the conspiracy. 

You can except to that. 

MR.BRILLt At another time I will specifically re- 
fer in a motion to my objections and to strike those particular 
exhibits. 

THE COURT> I should do that and I nay reconsider 
it before I charge. I agree with that. 

MR. KLEIN t was that $35,000 — 

MR. BRILLt That is out. 

THE COURTt it is out of the case. I won't 

let it in. 

MR. SAGORi The deposit of it. 

the COURT* The fact — put it this way* Whatever 
documents you have that show $35,000 went to Mr. Ridland, 

I am not allowing in evidence. 


25 
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Toomev-cross 


(Tn 

W I L T ^ M 
MR. SAGOR: 


ooen court? jury present) 

T o o M F Y resumed. 

I think we -Are on cross-examination, 


your Honor. I have asked my last ouestion at this time 
MR. BRILL: I have no questions to Mr. 

Toomev, your Honor. 

CROSS-EXAMINATION 
BY MR. KLEIN: 


l 

I 




o Mr. Toomev, I understand vou say that the 

purpose of the Securities and Exchanqe Commission's 
function in lookinn at a orospectus is to determine 
whether adequate and reasonable disclosure has been made 
in a orosoectus under the circumstan os? 

A T think that's riqnt. 

0 Did there come a time when the prospectus 

in this case was finally aoproved by the Securities and 

Exchanqe Commission? 

A There did, ves. 

0 And that meant, did it not, that the commission 

was convinced, it felt, that the prospectus had made an 
adequate and reasonable disclosure of the risks and all 
of the pertinent factors under the circumstances? 

A Mav I answer that a little differently? 

0 Sure. 


* * * 
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J' 

time siihsequent to It*? date." 

Do vou recall that, Mr. Toomev? 

A Yes. 

0 Sometimes there is a passage of time and 
extrinsic develoomonts take place and if such developments 

. t 

are material vo i say that the company then should amend the 
prospectus to reflect such material chances? 

A That Is correct. 

1 

Q Suppose a salesman employed bv the dealer 

gave a widow on the telephone a sales pitch in which he 
made fraudulent statements, he alone made fraudulent 
misrepresentations that the company never knew 
about, you wouldn't sv» that the company, not knowing 
about it, would he under anv oblioation to amend the 
prospectus, would vo> 

MR. SAGOR: Objection. 

THK CO! RT: I will allow that. 

A I don't think the two are related, Mr. Klein. 

o Wh-* not.* 

A The activities of individuals selling the 

security are not within the control of most companies. 

O Mr. Toomev, would vou olease look at the 
prospectus and look at the onrt you read at the bottom 
of the cover naqe, page 1, the front, the bottom, and see 
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°1 


if if "-vf; anvwhoro there that the funds must he deposited 
within 170 days, that snooific lanquaqe. 

In so man” words? 

(• Y s. 

A Thev o., not annear in so man” words. 

nn -vane 1 i, sir — hut it does annear in 

I 

sncci* jo w^rds ♦■hatthe issue must he sold wifhin 120 
da”«, is that ri^ht? 

A That’s correct. 

I 

i 

o That is t. »cific. But. so far as the deposit of! 

| 

funds, there is no time limit mentioned. Is there 
anything said there shout " >aid for"? Does that annear 
on Exhibit. 1? 

M®. KLEIN: No, sir. 1 v;lll a;.k Mr. Toomev. 

o Mr. Toome”, do ”Oti see the words "naid for"? 

I 

j 

A On paqe 1? 

* 

O Yes . I 

A No. 

o So the onlv tine ”ou see 120 davs is to 

soli, ”ou don’t see to he paid for or deposited? 

MB. SACOR: As to Exhibit 1 I have no 

objection. 

MR. KLEIN: That is all I am talkinq about. 


25 


MR. SAOOR 


As lonq as the question is clear 
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it has reference to pane lof Exhibit 1, I have no objection. 
THE COURT: That is what it is. 

Q Am I correct, Mr. Toomey, that pane 1 of 
the prospectus, Exhibit 1, sets a time limit for the 
s.ilc of the issue but does not 3et anv time limit for the 
pavment or deoosit of the funds? 

MR. SACOR: If he said the words don't 

soecificallv annear there, they don't. * 

THE ooiIRT: Let me see the wordinq. 


25 
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(Pause) 

BY MR.KLEIN: 

Q Mi. Toomey, am I correct in understanding 
that the lanquaae of the last paraaraph on oaoe 1 of the 
prosnectus, which . Exhibit 1, sets forth the time 
limit within which to sell the st .ck in specific terms but 
does not set forth anv specific time limit within which 
the purchase Drice must be paid or the funds must be 
deposited in the special account? Does it sav that 
specif icallv .* 

A I think the paragraph, we are referring to 
does not really set inv limits at a !. It is a characteri¬ 
zation of tie unde rwri t inn efforts in shorthand, so to 
speak. 

Q Yes. Except that it does set one limit — 

MR. SaiJOR: Could he finish his answer? 

O I thouoht vou tini shed it. I'm sorry. 

A I thir< it is a brief general description 

of the underwriting arrangements, which does not purport 
to contain the terms. * 

0 Riaht. This was approved by your office, 

wasn't it? 

A Absolutely. 


0 


To be submitted to the public? 





}gr2 

A 

0 

of these. 
A 

0 

A 

n 



y»« 5 vmont must be made or the funds deposited within the 
time limit, is that correct? 


A Tli.it do not aooear here. 

0 Rinht. Now ie»'s turnto paqe 13, where it 
savs "Underwriting". And do vou see anythinq in there that 
states that nayment must be made within any specified 
time or the funds must be deposited in a special account 
within any specified time? 

A Yes, I do. 

Q Where do you see that, sir? 

A In the reference in the last raraqraph of 

the section, page 14. 

0 The last paragraph? 

A The last paragraph of the underwriting 


section, which in my copy is page 14. 

Q It would be the part that starts with "The 


foregoing does not purport to be a complete statement"? 
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A That is correct. 

'> "The forogoino does not nuroort to he a 
Cornell, re statement of the t-'nj’.s of the underwriting 
agreement to whirh reference is hereby made." 

That is what vou iust said wh. i I asked you 
about the first ran■ ** 

A That, is correct. 

O But is there anv reference in here as to a 
limit within which the purchase price must be paid or the 
funds de ->sited? 

A Specifically, no. 

° °° 1 understand that a reoistration statement 

consists of many documents, a number of documents? 

A That is true. 

0 Of which the nrosnectn :, Exhibit 1, is only 
one of the documents? 

A That in true. 

0 And which document of all of the registration 
statement is the one at is sent to the public by the 
underwriter? 

A The nrosnectus. 

° ' r ‘'° "ro-ncrtits And does anybody send the 

other statements to the nnhlic? 

A Mot normally. 




* * * 
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that she wouldn't oet mioq t i nn t; streets of New 
York? 

ft Yes, T did. 

MR. KLFTN: Is that the Purpose? 

I don't know whv Mr. Saqor resents it. 

MR. FAGOR: I think it was an unfair and 

low implication. 

MR. KLFTN: T resent that, vour Honor. I 

was talking about in the witness room here. 

MR. SAGOP: 'ou should have made it clear. 

MR. KLFTN! Two potential witnesses in a 
case. T am entitled to inouire whether thev discus, <ed 
their testimony. 

THE COURT* You are entitled to inouire 
and vnu oot vour ai or. 

MR. KLFTN* But there was no insinuation 
and I don't know how offensive the nrosecutor is rettina. 

THE COURT: Ml right. Evervbody apolooites 

0 Do you remember Mr. Klein askinq vou ouestions 
did the words "and raid for" anpear on the tront of the 
orosnectus? 

A YeS. 

Q Do "ou remember his questions? 


A 


Yes 












T 
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2 

0 v 1 t • d*"ind oaid for" do not appear 

3 

on the f r-«. of •• v < -osnectus. In fact, the onlv word 

4 

appearing there that we are interested in at the moment 

5 

is the word "sold" is that correct? 

t> 

A Yes . 

7 

0 Tell the memhers of the jurv what it means 

8 

now in connection with the best efforts all or none, what 

9 

the word "sold" means. 

10 

MR. KT.l lNt That is objected to, «nur 

11 

1 

Honor . 

12 

THF COURT! Yes. I mav sustain an objection 

13 

1 

on that unless vou first ask the sources of the information. 

14 

whether it is a reoulation, a rule or what it is. You 

15 

just can't jumo into the air and sav you know what somo- 

16 

thinrr means. 

17 

O Under the practices and procedures of the 

18 

Securities .md Fxchan- Commission, what is his understanding 

19 

THF court- HO. First he has to establish, 

20 

in all resoects, assur-ino he is an exoert, how he would 

21 

know that. That is the ouestion first, preliminary. 

22 

Did it come up? W *s there ever a situation? 

23 

° nif1 tho ever come up, to vour knowledne? 

24 

A Yas. 1 1 1 , rhaos I can — in the context 

2S 

of some »'o«rs o- ■ •xinina best efforts underwriting 

1 
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agreements as a member of the commission staff, of course 

f 

there areqeneral characteristics that all best efforts 
agreements have. But essentially, to determine the 
specific nature of any best efforts agreement, vou ;..ust 
r»fer to the document. "here are no rules which govern 
the kind of best efforts agreement which you mav have. 
This i a contractual matter between the parties. 

MR. KLPIN• T nrese the objection. 

THP COURT: The question is we still are 

in an area where it ought to be cleaned up a little bit. 
Let's assume vou "and oaid for" — 

MR. KLPIN: T object to it because these are 

not words of art. These are common expressions we use 
in ev rydav life. We don't need an interpretation of 
what those words moan. 

Till. COURT; Is that all you want to sav? 
Objection overruled. 

As T was saving — please sit down — "and 
paid for" can mean either one of two things: Paid for 

bv the customer to the dealer or the underwriter, as the 
case mav •», or oaid for out of the account of the under¬ 
writer to th • eomnnp" 

Now, neither of those anoeared here 
soe ficallv as "a 1 o,i».l for." 
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Now, from vour experience have vou ever run 
into that question as to what the word "sold bv a certain 
date" means, limited first to the ouestion whether it 
menas sold by the underwriter and dealers to the nublic 
and Odid for hv them. ho vou know of anv such internre- 
tation or anv case where that has arisen? 

THE WITNESS: I know of no case where this 

has arisen. But the interpretation of the staff 
of the commission, which is the only one really that I am 
qualified to civo, would be on these facts: 

That Hie securities had to be sold and paid 
for into the account bv the end of 120 davs. 

THE court: Well, is that because it is not a 

sale merelv b« ause somebodv accepts on the telephone and 
savs "Send me • confirmation and a prospectus"? Is that 
the reason? It isn’t a sale until he pavs for it? 

THE WITNESS: I think it is Partially that. 

I think it is perhaps also custom in the underwritiuo 
community wherebv best efforts offerings are normallv 
sold on a prompt receipt of proceeds basis. 

MP. KLEIN: I ask that this be stricken, 

vour Honor. 

THE COURT: No. 


Let me ask this: 


If the prospectus is sent 
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out after its effective date to a customer by a dealer, 
with a confirmation siin, the customer havinq said on the 
telephone before he ever the prospectus that he would 
take the stock, doea he or does he not have the riqht then 
to refuse to take the stock after reading the prospectus? 

THE WITNESS: As a matter off law, in mv view, 

I think he has a technical right to reject the 
security. I know of no case that supoorts that proposi¬ 
tion. 

THE COURT: No. But thepoint then is that 

until he has paid for IT he has a riqht to reject it. 

THE WITNESS: I think that is correct, ves. 

As a oractical matter that is very rarely done. 

BY MR. SAGORr 

0 Mr. Toomev, vou answered one of Mr. Klein's 
questions. You indicated that on page 14 it has the 

reference to "The foregoing does not purport to be a 
complete statement of the terms of the underwriting agree¬ 
ment to which reference is hereby made." Do vou remember 
that? 

A Yes. 

0 And is the underwriting agreement, that word, 

is that the agreem nt. that vou've held up and discussed 
with us this morning? 
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2 

MR. SAGOK: Very well. 33 for identification is 


3 

offered. 


4 

MR. BRILL? What is 33, again? 


5 

THE COURT* It shows that Sierra Empire Mines, Ltd. 


6 

is a subsidiary of the Sierra Silver Mining Coppany. 


7 

MR. BRILL? is that the 1971 document? 


8 

MR. SAGOR? No. 1970. 

« 

9 

THE COURT? 19 / i. Any objection? 


10 

MR. BRILL* Could I just take a quick look at it? 

i 

11 

THE COURT? Yes, sure. 


12 

MR. BRILL? Yes, I have an objection. 


13 

THE COURT? Page one, page two and the first half 


14 

of page three. 


15 

MR. BRILL? I object to it, your Honor. There is 


16 

no connection to Mr. Steel in respect of 33 for identifica¬ 


17 

tion. 


18 

THE COURT? You have your exception on that. 


19 

MR. MARCUS? I would join in that in behalf of 


20 

Mr. Peis. 


21 

MR. ¥ EIN? I am obj. ting to it on anyhow. 


22 

THE COURT? You object to it on anyhow grounds? 


23 

What does anyhow mean? 


24 

Go .ihead. / 


25 

(Gt ernmu.it's Exhibit 33 tor identification, 

received in evidence.) 



t 
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Is 35,000 that went out. 

MR. SAGOR! That the money had been withdrawn 

from the account. 

THEC OURTt I will now admonish the United States 
Attorney that since I have ruled that the November 3, 1970 
deposit of $35,00u in a check by Mr. Ridland is net admissible, 
there is to be no reference either directly or by way of 
inference that the $35,000 coming out of the Cadgie Taylor 

account went to Mr. Ridland. 

MR. SAGORj I won’t say it went to Ridland. 

I just show chat the money could be used, that's all. 

I won't suggest that it is to Ridland, but that it is money 
in the bank. 

MR. KLEIN! That is the only purpose to show 
this, to connect it up to the $35,000 deposit in Mr. Ridland'* 
personal account. 

MR. SAGOR! Much more. 

MR. KLEIN! I would respectfully request that that 
line showing the $3^,000 withdrawal be covered and not shown 
to the jury. It leads only to speculation and innuendo. 

THE COURT* No. It is a bank account. As long as 
nothing is said about it with relation to Ridland. 

MR. KLEIN * But it shows that the company may 


have taken, used that money. 
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THE COURT; If you needed an exception, I would 
note it at this point. 

I am allowing in evidence 40, 40-A and 40-B. 
(Government's Exhibits 40, 40-A and 40-B for 
identification, received in evidence.) 

MR. BRILL: Wi.1 your Honor give the jury a 
limiting instruction with respect to those insofar as Mr. 

Steel is concerned? 

I 

THE COURT: No. j 

MR. BRILL: I respectfully except. 

THE COURT: Yes. 

MR. SAGOR: The account for Sierra Silver, 

41-A, 41-B and 41 is offered. 

MR. BRILL: I object to those, if your Honor please, 
on behalf of Mr. Steel. There has been a total absence 

i 

of any proof connected with that account. 

THE COURT: Same ruling and the same objection. 

MR. KLEIN: Objection on behalf of Mr. Ridland. 

MR. BRILL: And I make the same application with 
respect to a limiting instruction. 

THE COURT: Mr. Ridland's counsel will have to state 
a reason for his own protection on the record. Mr. Steel 
contends and Mr. Feis that they are not connected with it. 

That is one type of objection. But Mr. Ridland is in Sierra 
Silver. 
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What is your objection to it? 


MR. KLEINs Our contention is that it is not 


relevant or material to the issue. 


THE COURT: All right. You have stated it. 


MR. BRILL; May I make the same application with 


rescue„ to a limiting instruction on behalf of — 


THE COURT: With respect to what? 


MR. BRILL: A limiting instruction with respect 


to these documents, 41, 41-A and 41-B on behalf of 


Mr. Steel. 


THE COURT: No, I won't do that, Mr. Brill. 


All right. I'l allow in evidence 41, 41-A and 


41-B. 


(Government's Exhibits 41, 41-A and 41-B for 


identification, received in evidence.) 


THE COURT: Just so I alert you gentlemen, 41-B 


is the deposit to the Sierra Silver Mining Company of 


$50,000 in currency. V n understand that when you made your 


objection. 


MR. KLEIN: I am going to object to that. 


the COURT: You did object to it. I just want you 


to know what you are objecting to, that your mind is put 


on that. And that is the reason you give, relevancy and 


materiality, is that rigr.t? 
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2 

was filed January 16, 1970, some six months prior to the 


3 

initial date of the alleged — 


4 

THE COL RT: I understand that. 


5 

MR. BRILL: — alleged conspiracy. I move to strike 


6 

it. 


7 

THE COURT: wo. It changes the terms in the 


8 

best efforts no return to a best efforts a 4.1 or none, 


9 

and that is significant in this case. I won't strike it. 


10 

MR. KLEIN: I wanted to object to the reference 


il 

to the $50,000 item and the $60,381 item on the grounds 


12 

that argument by the prosecutor in summation that these 


13 

were funds from which a $40,000 payoff could have been 


14 

made is highly prejudicial and has no connection whatsoever 


15 

th..t there was any payoff of $40,000 and, if so, that it 


16 

came from here or that it was made by Mr. Ridland. 


17 

THE COUi : Overruled. 


16 

MR. KLEIN: And that the prejudicial value far 


19 

outweighs the probative value. 


20 

TiiE COURT: I understand your objection. 


21 

Does Anybody want to go out to the men's room for 


22 

a minute or something? And then we will start again. 


23 

(A recess was taken.) 


24 



23 

* * * 



* * * 
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0 What was happening in your life at the time you 
received this 500 to a thousand dollar cash payment from 
Mr. Schiffman? 

MR. KLEIN: Objection. 

THE COURT: Go ahead. 

A At that time I was preparil?n Myself to go in 
for open heart surgery. Also — 

MR. KLEIN: Now 7 move for the withdrawal 

of a juror and the declaration of a mistrial. This was 
calculated to — 

THE COURT: Stop making speeches. Sit 

down, Mr. Klein. 

MR. KLEIN: I take exception to your 

Honor's attitude towards the defense. 

THE COURT: Sit down. I'll d? more than 
that. Sit down. 


Honor. 


MR. KLEIN: I take that as a threat, your 


THE COURT: All right. You respectfully 

move, and I respectfully said that this is all I am going 
to allow on that subject, and I don't want any speeches 
to the jury at this time. You will have plenty of time 
later. 


MR. BRILL: 




* * • 
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NR. KLEIN* Your Honor,may I ask In this connsc- 

% 

tion that Mr. Sagor ask tha vitnass, point oat anywhere in 
tha grand jury tastiaony where thara la a consistent 
stateaent lnst««d of -- 

MR. SAGOR* I an going to object to that, your 
Honor. I nova that it be stricken and I will offer tha 
grand jury tastiaony, if Mr. Klein persists. 

MR. BRILL* That is an iaproper threat and I res¬ 
pectfully object to it and ask your Honor to tell the 
jury to disregard it. 

THE COURT* I an going to sit here until everybody 
gets quiet. That's all I can do. 

Mhat do you want now, Mr. Klein? 

MR. KLEIN* I wanted the question fransd in such 
a way as to ask the witness to point out where in the grand 
jury tastiaony the a is anything inconsistent with the answer 
he gave Mr. Brill. 

THE COURT* Let hla do it his way. He is examining. 

MR. KLEIN* Except that the proseoutor is putting 
all the words in and just asking hia for a yes or no. 

THE COURT* Well, that's right. It is a recorded 
question and answer. It is perfectly noraal. 

BY MR. SAGOR* 

0 By tne way, let as corns back to it, Mr. Wldllts, 


* * * 
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2 

THE COURT* I would say in view of tho cross 


3 

examination I will allow it* yes* 


4 

MR. BRILL* I raspoctfully except. 


5 

THE COURT* Ml right. 


6 

0 Do you havo anything also to tall tha Govarnmant 


7 

A No, sir. 


8 

0 — othar than your involvement in Cadgia Taylor7 


9 

A No, sir. 


10 

MR. BRILL* That is an iapropar and a totally 


11 

inaceurata answer, because he has already testified that 


12 

ha told tha Government that ha failed to include tha cash 


13 

that ha says ha got from Kelly, Andrews in his income tax re¬ 


14 

turn for 1970. 


15 

THE COURT* And ha also says ha forgot because 


16 

ha was going for open heart surgery. If that's what you 


17 

want ms to say. I'll sa/ it. 


18 

MR. BRILL* I didn't ask your Honor to s-y that. 


19 

Your Honor volunteered that. 


B 

THE COURT* You are asking me to say that. 

i 


21 

MR. BRILL* NO, I'm not. 


22 

THE COURT* I am going to keep tha record straight. 


23 

mm. BRILL* That is an excuse. That is not an act. 


M 

THE COURT* Look, I let you go pretty far in that 


25 

cross examination, Mr. Brill, quite far, properly so, and 



d 
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All right. Next. Whet else? 
MR. SAGORt Nothing further. 
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HR. BRILL> Z hava a few quastiona inapirad by tha 

radtract. 

MR. SAGORt L an wa atop thaaa coaaanta? Z hava 
triad to raatrain ayaalf. Thay ara unfair. 

THI COURT* I hava triad it for 40 yaara. 

MR. BRILL* 45, I think. 

MR. SAGOR* Soaa judgaa — 

THI COURT* Navar aind what aona judgaa do. Z run 
ay mm court. 

RBCRCSS EXAMINATION 
BY MR. BRILL* 

0 Do you raaaabar at ona of tha braaka today bafora 
I bagan ay croaa examination that you were aaoklng a cigar? 

A Yaa, air. 

O And that la ainca you hava had or ainoa you vara 
preparing for open heart aurgary? 

A Yaa, air. 

0 when you wrote thia atory and you told it to tha 
grand jury, ware you trying to gat tha ayapathy of tha grand 
jury and avoid being indicted in thia caae? 

A I waa trying to avoid being indicted. I can't 
deny that. 

O And you ware trying to gat tha grand jury'a 
ayapathy by tailing then thia aad tala of woe about your 
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family's problems and your own health, right? 

A Yea, sir. 

0 And that is what you are doing now with this jury, 
aren't you? 

A I an only answering questions. 

THE COURT* He is not being tried by this jury. 

Hr. Brill. I don't understand the question. 

0 The question is are you trying to get the sympathy 
of this jury by telling th> * Jury all about the sad tale 
of woe about your physical and health problems? 

TUB WITMESSt Your Honor, I an only answering 
the questions as asked of me. 

THE COURTt Yes. I will instruct the jury it has 
nothing to do with this witness at all. You haws nothing 
to do with his fate and whether you sympathise with him or 
don't sympathise with him is not within your prowince. 

Next question. 

MR. BRILLt Could I haws his comment read book, 

please? 

THE COURT! Read it back. It is not a oonment. 

It ik not a comment. It is «n instruct ion. 

£ 

THE COURTi Just before your Honor's instruction. 

(The reeord was read.) 

phe COURT! That's apparently in answer to your 
question whether lie is seeking sympathy from the jury. Then 
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X aada ad instruction to tho jury that thsy hava nothing to 
do with this witness. 

MR. BRILLt Thank you very amch. 

Again X repeat, lest you forget, the fact Mr. 
Nidlits pleaded guilty doesn't wean anybody else is guilty. 
You will have to decide that yourself on the evidence. 

Go ahead. 

0 When you were talking about the nonles that you 
received from Mr. Schiffman, ^oo to $1,000, in response to 
Mr. Sagor's question, did you have in mind that you told 
us on eress e r a nin ation today that you had never before 
raMived any asount of cash? Don't you understand that? 

THB Court* x didn't hear it. 

MR. itRiLL* My voice drops. 

THB court* Read it back. The reporter can rend 


(The question was read.) 

THB COURT* Mhat do you want hie to answer, whether 
he understands it or the question Itself? 

MR. BRILL* The question itself. 

THB court* skip the "don't you understand that." 

MR. BRILL* That can be stricken. 

THB COURT* Strike it out. 

t * 

A As far as X oould ever recall, I have never received 

* * * 


/ 
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MR. KLEIN: December 24, 1971. 

THE COURT: All right. That will be part 

of the record. 

MR. SAGOR: At this time the government . 

would like to show the members of the jury briefly the 
bank documents that are in this case. 

MR. KLEIN: Before that happens, your 

Honor, may we come into the robing room for a moment? 

THE COURT: Before he does it or while he 

t 

is doing it? 

MR. KLEIN: Before he does it because ti 

relates to it. 

THE COURT: All rihgt. 

(In the robing room) 

MR. KLEIN: Your Honor, there is an exhibit 

here which is the Arizona bank account of Cadgle Taylor, 
the monthly statements of the bank account, and on it 
are two items, two withdrawal items, 35,000 and 50,000. 

Yesterday you excluded the Dersonal bank 
account of Mr. Riuland which indicated a deposit of the 
35,000 withdrawal. We don't have any Cadgle Taylor 
records, I mean books, with us here to indicate the 
$50,000 item. My best recollection is that it went up 
to Canada for exploration. 
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MR. SAGOR: Montana. 

MR. KLEIN: Montana for exploration. I 

want to renew my objection to the Monthly statement because 
the jury can be led to infer by speculation that here .is 
the $35,000 and here is the $5000 item and 40,000 could 
have come from there. I say it is not complete. 

Without the corresponding checks you can't speculate as to 
who received the proceeds of those two withdrawals. 

Furthermore, these are Cadgie Taylor and 
there is nothing to show that Mr. Ridland received any 
of the proceeds of these two checks. I think in all 
fairness that that exhibit should be stricken. 

COURT: It is a corporate paper so that it 

has nothing to do with any compulsion against any 
constitutional privilege. As in any case, a criminal 
case as well, when the burden to go forward is on the 
government as the proponent, it can introduce the document 
and then the defendant, the corporation or the defendant 
himsulf, can rebut. That is the way that stands. If 
he lost his papers there is nothing I can do about it or 
says he lost his papers. 

MR. KLEIN: The only trouble is it is 

incomplete. Nobody can tell from looking at withdrawals 


alone — 
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THE COURT: No. 

MR. KLEIN: I also have a request to charge — 

MR. BRILL: May I join in that Motion? 

THE COURT: Sure. 

MR. BRILL: I think also it has an additional 

inpact upon Mr. Steel because there is no showlag that he 
was connected in any way with any of these accounts. 

THE COURT: Obviously you can argue that. If 

it is not in furtherance of the conspiracy# unless they 
find that# it certainly isn't binding on Mr. Steel. 

MR. MARCUS: Or Mr. Peis. 


THE COURT: Or Mr. Peis. 

MR. KLEIN: Or Mr. Ridland. It is a 


corporate check. 

The additional request is: 

"You ate not permitted to draw any inference 

t 

unfavorable to any of the defendants from any of the 
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withdrawal entries which may be reflefeted upon the bank 
statements of Cadgie Taylor.” 

THE COURT: Submit that in writing to me 

and I will consider it. 

* 

MR. KLEIN: It is in writing. 

THE COURT: When I go over the other requests 

I will give you an fnewer. 

Where do we stand on time? 

THE COURT: You are going to show and then 

what? 

MR. SAGOR: We will rest. 

THE COURT: How long will the motions take? 

MK. BRILL: They won't take too long because 

your Honor has already indicated your Honor's 
disposition. 

THE COURT: You can renew the motions at the 

close. 

i 

MR. BRILL: We will renew them and we may 

add a couple of phrases. 

\ 

THE COURT: You may have a longer argument 

at that time. What I am interested in now is time, 
gentlemen. I won't delay or impede you in your 
presentation. 

It is now almost 20 minutes to four. I have 
* * * 
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MR. MARCUS: If we are working late tomorrow, 

I would not want to be the only summation. If thrre 
be two t it will be fine, but not the only summation. 

THE COURT: That is correct. 

(In open court) 

MR. SAGOR: May I proceed, your Honor? 

THE COURT: Yes, please. 

MR. SAGOR: Members of the jury — your 

Honor, can you instruct the jury so I don't have to that 
they may well see these exhibits themselves? 

THE COURT: I will say that in the charge. 

You will be allowed to see any exhibits that you call 
for in the jury room when you are deliberating on a 
verdict. That is part of the record. Also, if you 
want to, you dortt have to, you may ask for clarification 
of testimony if there is any disagreement about what 
somebody said. For the time being, let's not cross 
that bridge. We are not up to it yet. 

MR. SAGOR: Members of the jury, Govemswnt's 

Exhibit 38 in evidence is the account card in the 

I 

name of Peis Securities Company, special account for 
Cadgie Taylor Co. pany, and the address is 111 John 
Street, New York, New York. This bank is at 40 Wall 


Street. 


It is the Manufacturers Hanover Trust Company. 
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Exhibit No.l, his prospectus, makes reference 
to the Manufacturers Hanover Trust Company at 40 Wall 
■treat. 

mr. BRILL: Your Honor, I think this is 

going beyond description of what Mr. Sagor advised us 
in the robing room he was going to describe. He is 
talking, as I understand, I couldbe in error but I 
don't think so on this account, about bank account records. 

THE COURT: What is this? 

MR. I RILL: Now he has brought into the 

very first sentence a reference to Exhibit 1, whichis 
not a bank account record. I deift think this is the 

time to make such references. 

THE COURT: If you can avoid it, do it. 

MR. SAGOR: I am trying to. I would like 


to put it in context. 

THE COURT: Everything is in evldenoe and 

counsel for any side can mention to the jury what's la it, 
they can read it, but it is a question os simply keeping 
your mind on a particular phase ofthe case. That is the 
only thing we are interested in now. Let's stick to 
the bank records as much as we can. 

MR. SAGOR: Yes, your Honor. 

Governmsnt's Exhibit 38 are the monthly 
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statements at Manufacturers at 40 Wall Street and it shows 

deposits in the month of June to the Cadgie Taylor 
special account of $200 with the balance in June of 
1970of $200. 

In the month of July there are no deposits 
to the bank account. 

In the month of August there areno deposits 
to the special checking account. 

In the month of September, there are 
deposits of 12,000 — 

MR. KLEIN: May I respectfully object to 

this? I think it is improper. it is double sumatlon. 

It is highlighting. They are all in evidence. In 
summation you can point out the specific portions that you 
wish the jury to see. 

THE COURT: It is a common procedure. You 

■ay proceed. 

MR. SAGOR: In the month of September there 

•r. depoeite of 512,400. l„ the month of October there 
ere deposits it ie herd to reed — of over $200,000, 
in excess of $200,000. 

There is a withdrawal on 10/23 with the letter 
C of $60,381 on October 23. 

Government's Exhibit 38C in evidence is a 


26 
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2 

certification voucher at Manufacturers on the 


3 

Cad 9 ie Taylor special account in the amount of $60,381 on 


4 

October 23, 1970, and that is made out to the Sierra 


5 

Silver Mining Company. 


6 

MR. KLEIN: Would he indicate that is an 

I 

7 

account maintained by Peis Securities? 


8 

THE COURT: If there is anything you want to 


9 

read after Mr. Sagor gets through, you may, Mr. Klein. 


10 

MR. SAGOR: Defendant Ridland Exhibit W 


11 

is the Sierra Silver Mining Account at 3661 Maryland 

l 

12 

Parkway, Las Vegas, Nevada. That is at the AiMrican 

1 

13 

Bank t Trust Company, 70 Wall Street. That account in 


14 

the month of October, 1973, had a balance of $699, 


15 

approximately, at the beginning of the month. On October 


16 

23, there is a deposit of $60,381 and a withdrawal on 


17 

the same date, October 23, 1970, of $50,000. On 


r is 

Occober 29th thre is a withdrawal of $10,000, leaving 


19 

in the Sierra Silver account in October, 1970, a balance 


20 

of approximaterly $609 or $699. The figures are faint. 


21 



22 



23 



24 



25 




/ 











PM 


1 


JGGW1 


345a 


1835 


2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


Now returning to the Cadgie Taylor special 
account at Manufacturers, there is in the month of November 
deposits in that account — 

THU COURT: Somebody is rising. 

MR. MARCUS: If Mr. Sagor is going to present 
anything that he has in evidence, I would respectfully 
suggest that he present the whole thing and not jump back 
and forth, which to me is coming as summation, because it 
is part of an exhibit, jump to another exhibit, another 
exhibit, and then comes back to this original exhibit. 

T1IE COURT: Overruled. 

MR. SAGOR: In the month of November, on the 
Cadgie Taylor special account, there are deposits in the 
amount of $16,000. 

Now, there are withdrawals in the month of 
November, 1970, from the Cadgie Taylor account. The first 
withdrawal is on November 2nd, a check in the amount of 
$154,619. 

Now, in the Cadgie Taylor corporate account at 
the First National Bank of Arizona there is a deposit in tha; 
same amount on October 30, 1970, of $154,619. 

MR. BRILL: What exhibit is that, please? 

MR. SAGOR: That is Exhibit 40A in evidence. 

Now, the second withdrawal is on November 4, 1970, 
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from the Cadgie Taylor account, and that ia in th® amount 


of $16,000. Escuse me. That is on November 4th in the 


amount of $16,000. 


There is a next withdrawal on 11/5/1970 in 


the amount of $15,000, and on 11/18 in the amount of $16,400 


Now reading from Exhibit 39 in evidence, which 


is the Feis Securities account at Manufacturers, you will 


note on November 5, 1970, there is a deposit of $15,000 


and on 11/18/19/0 there is another deposit of $16,400. 


Now, there is a withdrawal from the Feis Securitie 


account on 11/5 with a C, and that is in the asx>unt of 


$10,000, on November 5, 1970. 


On November 5, 1970, in connection with the 


Feis Securities account at Manufacturers, there is a 


certification voucher in the amount of $10,000, and the 


payee of the certified voucher is Kelly, Andrews and 


Bradley, 


And one previous document that we have seen -- 


MR. BRILL: This is not a bank record. Judge. 


And I think we are going far afield. 


THE COURT: if it is not a bank record, we 


shouldn't do it. 


MR. SAGOR: It is one previous document. Judge. 


MR. BRILL: I press it. Let's be fair about it. 
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MR. SAGOR: May we have that atricken, "Let’s be 
fair about it"7 

THE COURT: It ia perfectly fair, and I will 
admonish Mr. Brill not to repeat that again. It is purely 

a question of the order in which you present it, and it 
can be done either way. 

In my discretion, now that I am prompted to 
have to say this, it would have been perfectly proper for 
Mr. Sagor to do it this way. But I think that it will be 
better to do it in summation. That is all that is involved 
here and there is no morality involved on either side. 

MR. SAGOR: Getting back to the November deposits 
in the Cadgie Taylor special account, there is a deposit 
on November 17, 1970, in the amount of $15,987.50. 

Going to the deposits for the Cadgie Taylor 
•pecial account, we find Exhibit 38B-1, which 1. an amount 
of money from the Sierra Empire Mines, Ltd. — 

MR. BRILL: boss it say that there? 

MR. SAGOR, Yes, Mr. Brill, Sierra Empire Mines, 

Ltd., on November 17, 1970. The deposit is November 17, 
1970. 

Now, Government Exhibit 33 in evidence is the 
annual report of the — 

MR. BRILL: That is not a bank record. Judge. 
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MR. SAGOR: They haven't seen this before, your 
Honor. Your Honor said I could connect it. 

MR. BRILL: It still isn't a bank record. 

TUE COURT: He can show them that. So can yo.u. 

You can show anything that is in evidence. 

MR. BRILL: Of course. I am aware of that. But 
I thought thin is limited to bank records. 

THE COURT: It is not limited. 

MR. BRILL: All right. Your Honor has my 

exception. 

MR. SAGOR: Sierra Silver Mining Company and its 
subsidiary, Sierra Empire Mines, Ltd. 

In the top righthand corner the reference to 
British Columbia, Sierra Empire Mines, Ltd., and Vancouver, 
uritish Columbia. 

In the upper lefthand corner we have the 
reference Toyal Bank of Canada, Vancouver, British Columbia. 

In the report of Sierra Silver Mining Company, 
Goveri.<nent Exhibit 33, is a reference to banker, First 
National Bank of Arizona, Phoenix, Arizona. 

Government Exhibit 40A is the Cadgie Taylor 
corporate account at the First National Bank of Arizona, 
Phoenix, Arizona. On the 30th there was a deposit you saw 
a month ago of $154,619. Prior to the deposit of 
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§154,619 there was a balance, on October 29, 1970, of 
§2.54 in the Cadgie Taylor corporate account. 

On 11/3/1970 -- let me back up one moment. The 
Sierra Silver Mining Company and its subsidiaries, fiscal 
year ending October 31, 1970. 

On 11/3/1970 there are two withdrawals from the 
Cadgie Taylor corporate account in the amount of §50,000 
and §35,000. 

Now, Government Exhibit 41A is the corporate 
account, another corporate account, of the Sierra Silver 
Mining Company, and that has a deposit on 11/3/1970 of 
§50,000. 

A deposit slip. Government Exhibit 4IB, dated 
October 31, 1970, and deposited November 2, 1970, is in 
the amount of §50,000, and it is in currency. 

MR. KLEIN: I'll object to that classification. 
It is on the deposit slip opposite the word "cuirenCy." 

MR. SAGOR: And Miss Block so testified. 

MR. KLEIN: Yes. But that At is not necessarily 

currency. 

THE COURT: What? 

MR. SAGOR: Excuse me. That is not correct, 

Mr. Klein. 

MR. KLEIN: It is in the deposit on the deposit 
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■lip which is mar: ad currency and checks, so forth. This 
is opposite the word currency. 

THE COURT: Yee. 

• I 

MR. SAGOR: May I have a moment, your Honor? 
THE COURT: Yes. 


(Pause.) 


MR. SAGOR: Your Honor, at this time that's all 

i 

the references the government will make to the documents 
and save any further references to summation. 

The government rests, your Honor. 

, 1 

THE COURT: All right. Do you gentlemen want 
to come to the robing room for a minute? 
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(In the robing room) 

MR. KLEIN: v our Honor, before we make our 

motions, the reference to Cadqie Taylor snecial account is 
confusinq to the jury. This is an account that was obtained 
by Peis Securities in which he was sunnosed to put the pro¬ 
ceeds of sale of Cadaie Taylor stock. But we are talkinq 
about Cadqie Taylor bank accounts, snecial account and 
regular account, and it looks like it is maintained by 

Cadqie Taylor, and I would like to clarify that for the 

« 

jurv. 

THE COURTs You can do that. You can do that 
when you come out aaain. Take the account and show them 
the name of the account without any further comment. 

MR. KLEIN: Judge, do you think an instruction 

at this time miqht he in order in view of the fact that the 
monthly statement of the >adgie Taylor account in Arizona, 
showinn the two withdrawals of 35,000 and 50,000, was 
specifically mentioned? I know your Honor instructed the 
prosecutor not to make mention of the 35,000 in his summa¬ 
tion. I would also like your Honor to instruct him not 
to make mention of the 50,000 in summation. 

THE COURT: I'll have to look that over aqain. 

You will have to uive me all the exhibits. I can't fiqure 
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it out mvself 
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MR. KLEIN: Then I would want the lury instructed 
as to incompleteness, that there is no connection of crimin¬ 
ality by the f.ict that you have an item in a monthly state¬ 
ment without the corresponding checks. There is no connec- 
tion with anybody or that it was used for this particular 
pumose. That is sheer speculation. 

THE COURT: Well, I don't know. Let me look 
at all the exhibits and then I'll see what I'll do about it. 

I don't mean this minute. Right after court. Maybe 
tonight. I've got a hearing at four-thirty. Maybe I'll 
look at it in the morning. , 

Just collect for me, will you, because they are 
the Oovernroent's exhibits, those which are relevant to this 
problem. Put them all in one and give them to Mr. Hughes 
to take upstairs. 

MR. SAOOR: I can give you one of our charts, 

just for your eves only. 

MR. KLEIN: I am interesting in the two items, 

the 35 and the 50. 

THE COURT: The chart wiJl show me where they 
qo and where they come from. That's all I want to know. 

MR. KLEIN: There is no evidence in the case — 
THE COURT: I understand. Maybe the chart 


shows it falls off the earth, that the earth is still flat 
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I don't know where it goes. 


Go ahead. 


MP.. BRILL: I have some motions to strike some 


of these exhibits, vour Honor. 

THE COURT! 'Okay. 


beginning. 


MR. KRILL! I guess I ought to start at the 


hr. MARCUS: Before w r# nrill starts, will 


motions made by one he deemed to be made by all? 


THE COURT: Ho. 


MR. M\RCU£i: We should -join specifically? 

THh COURT: Snecificallv. Ue are dealing with 

individual guilt here. 

MR. bRILL: I move to strike — I may have 

missed some of these. If i do now. I'll come back to them 

later, with vour Honor's Permission. 

I move to strike Exhibits 24 — 

Tf'K COURT: Describo them as vou go along. 

MR. R'TT.L: I will, sir. 

and 25, which are telephone records of Kellv, 
Andrews & nradle>». 

"MIR COURTt Showing calls to Steel? 

MR. B'MLT.: Rurnort.ing to show calls to Steel's 

number, there hej,.g no evidence at all with rcsoect to what 


* * * 
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THE ’OURT* Any other motions? 

MR. BRILL: I am finished. 

MR. KLE. :i s I am back to the Cadgie Taylor 
bank statements. I have withdrawals of 35,000 and 
50,000. We don't have the records because the business 
was sold. Howi -»r, the accountant — they recollect 


the 50,000 went up for exploration to the mines somewhere. 
Th y don't know exactly to whom the check was paid. 

Even if I get that in evidence, then it really highlights 
th€ 35,000 because I didn't explain that. By exolaininq 
one and not explaining another, I am highlighting it. 

I think both should<p out becaus. there is no connection, 
tir Honor said you would consider it. 

THE COURT: I did consider it. As I said 
yesterday, it is prima facie and it's subject to rebuttal. 

MR. KLEIN: Subject to what? It is only 

half a .ecord. 


MR. SAGOR: You have your accountants 

You have the books and records. 


here. 


THE COURT: The basic thing is that bank 

account at the American Bank which you brought in leads to 
a fair inference that the $50,000 having beei drawn, 
charged the same >.iay. was cashed. 


MR. KLEIN: 


I am not worrying about that. 








# 



-A 












/ 



1864 


356a 


gv., 3 

Mrt. SAGOR: You said you would consider the 

• 15,000. It is not called for in the prospectus. This 
money was misappropriated by Ridland for his personal 
account. 

THE COUKTs That you haven't proved. That 
is why I did not allow the proof of the 35,000 in Ridland's 
personal account, because it may have been legitimate. 

You have to prove more than that to snow the man is a 
thief I would think. 

MR. KLEIN: May I have the same ruling with 

the 50,000? Pecause the withdrawal is the same day as 
the 35,000. 

THE COURT: Unless I hear more I am inclined 

to strike it oat, provided tl.st you say that is what you 
want me to do. 

MR. KLEIN: I do. 

THE COURT: And you are not going to say to the 
jury already having been seen it it too late. If you 
want to take the position it is too late, take it now. 

MR. BRILL: The jury could be instructed 

to disregard it. 

MR. SAGOR: Your Honor, the $85,000 which goes 

out thenext dav is Dart of the olan here right after 
the end of the fi al year to take this money and use it 


* * * 
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MR. SAGOR: Your Honor, I am entitled to 

prove .iiis man had ample funds, enough to make a payment 
of r 4 0,000, and I am merely showing that having these 
monies in the bank and the monies moving from the bank 
is an available source of cash to make a payment in this 
case. 

Tin: COURT: To me it is a little remote. 

I will allow i ,e American Bank & Trust and I am goir.q to 
instruct them to eliminate — get me the numbers of the 
exhibits. 

MR. SAGij!' : Can we wait until after the 

accountant testifies and see what happens to him? 

T»»E COURT? l weald like to do it at the 
close of the government’s cnse. I can’t. 

MR. SAGOR: Then I sak — your Honor has 

the Cadgie Taylor .,k statement. I gave it to you last 
.tight. 

THE COURT: You gave it to me? 

MR. SAGOR: Yes, plus the statement. 

THE COURT: Somebody took it back from me, 

though, don’t you remember, last night? Somebody 
asked me for it last nj ,nt - I recall that - as I 
was sitting at the brnch there at the end of the day. 

MR. sagok: Mr. Klein, do you have that? 


* * * 







THE COURTi That's right. I thought tho jury 


understood tnat. 

NR. BRILL* Nay I advisa the Court and jury 
that Nr. Steal rests. 

THE COURT* Nr. Steel rests. Yas, sir. 

NR. KLEIN* The Defendant Ridland calls Mias 

Bspola. 

BERNICE NARY BSPOLA, a witness 

called by Defendant Ridland, being first duly sworn, 
testified as follows* 

DIRECT EXANINATION 
BY NR. KLEiN* 

0 Miss Bepola, where do you reside? 

A In Phoenix, Arisons. 

Q And what is y.^r profession or occupation? 

A I an an acou.mtant, self-eaployed accountant. 

0 And w«s there a tine when you were eepioped by 
Cadgie Taylor? 

A Yea. 

0 And how about Sierra Silver? 

A Yes. 

0 And did you do the bookkeeping and accounting there 
A Yes, I dl. 


THE COURT* Let understand it. You did the 
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1«H 


bookkssping as w«ll as tha accounting? 

THE WITNESS * I did everything except the 
THE COURT* what do you swan by "everything"? 
THE WITNESS * I did do — 


the court * >u didn't certify. 

THE WITNESS * do. I am not a CPA. 

THE COURTt okay. I just want to sake that clear. 

In other words, you are really a bookkeeper as 

fnr as Cadgie Taylor is concerned. 

THE WITNESS * i graduated in accounting ~ 

THE COURT* i know that. But you are a bookkeeper 

in your function. 

- * 

THE WITNESS * Wall, l do everything. I asaa I 
can do statenants. I do each acre than just bookkeeping. 

THE COURT* All right. 

the WITNESS* I don't consider wyself just a hosk~ 


THE COURT* That'S not the question. Miss Hepola. 


Because there nay U sonething else oosting up, we have to 

clarify it. 

Is it true that nomally a bookkeeper — that 
doesn't aean you just have to sit and write in the books; you 
oan be a head bookkeeper, you can be a supervising bookkeeper 
naiatains the books and accounts of a canpany in the regular 
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A No, disbuisements are in a different journal. 
That is cash receipts that you are looking at, the page 
you are looking at now. 

0 And there is also a cash disbursements 
journal? 

A Correct. 

0 And was that brought with you today? 

A You have it in your hand. 

Q This, too? 

THK COURT: It is what, did you say? 

THE WITNESS: it is in his hand. 

THE 'COURT: I can't hear you. 

A It in in his hand. It is in that book. 

T!iE COUR'i: The disbursements journal is 

in the same bound book, is that it? 

THL WITNESS: Yes. 

THE COURT: Show him the page and the,. we'll 

know what we are talking about. 

A The cash disbursements are right here behind 
the cash receipts. 

Q Can you point out the disbursements that shows 
along with the entry of 60,381? 

A 


Q 


Oh, no. 

Oo you see a disbursement there on the same 
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date of October 23, 1970 for $5u,000? 

MR. KLEIN: I have two objections. 

THE COURT: This is not a good voir dire. 

MR. SAGOR: It goes to the — 

MR. KL?:IN: There is nothing to show that the 

63,000 was disbursed. 

THE COURT: Why don't you take your time? 

Do you have any objection to the book as an authentic 
book ? 

MR. SAG' R: I want to understand this page 

in connection with the other page and thatis the basis for 
my question. 

THE COURT: All right. 

Q Miss Hepola, what I am asking you is, is there 
a disbursement on the same date, of October 23rd, of 
$50,000? 

A On October 23rd? 

Q Yes, madam. 

A Por $50,000? 

Q Yes, madam. 

MR. Kl IN: Your Honor, we are in cross- 
examination now. 

THE COURT: No, no, no, no. 

A There w i a disbursement on October 20 -- 











jgr9 

there was 
Check No. 
$50,000, 

Q 
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a trai.^fre, what call a trai .fer of funds. 
101 on the New York Bank was written out for 
and that was deposited into the Phoenix Bank. 

On what cute? 


A The deposit didn't hit — I don't believe _ 

you have tne exhibit there, which shows when it did hit 
the bank. The check was written on the 23rd. However, 
it di 'n't hit the Phoenix Bank until later. 

0 I don't understand that. 

THE COURT: The Sierra Silver Mining Company, 

is that ii.now? 

MR. KLEIN: Very simple. 

M.,. SAGOR: Please sit down. This is voir 

dire. 


MR. KLEIN: Don't tell me to sit down. His 

Honor is here for that purpose. 

THE COURT: Is> that the Phoenix Bank for 

the Siei.a Silver mining, the same company? 

THE WITNESS: Yes. 

0 What I don't understand. Miss Hepola, is 

the $50,000 transfer. You say that was made on October 
23rd? 


A Yes. 

0 And it was checked out, it was actually withdrawn 


• • • I 
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f rom the account, the American account, on the 23rd? Do 
you see that from the bank statement? • 

MR. KLEIN: This is not proper voir dire. 

I haven't developed anything, and we are in cross- 
examination before direct. 

THE COURT: Would you let me run it, please, 

Mr. Klein? 

A No, I can't read this thing hardly at all. 

0 Let me help you. This is a red pen that was 

used. 

A You cat. hardly see this thing. 

Q Can you read the 50,000 there (indicating)? 

MR. KLEIN. There is a withdrawal of 
$50,<>ui), is that the item? 

A Yes, it looks like 50,000. 

0 Here. Let me help you (handing manifying 

lent.). 

That withdrawal is entered on the books where? 
A Where is that withdrawal? 

Q Yes. 

A It is on page CD22. 

a 

0 Can I see that? 

A Right here it is (indicating). 

Q And that -- 
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MR. BRILL: Could that page be identified in 

some way, your Honor? 

v’t. SAGOR: Certainly. Let's continue 

end we'll have it marked ADI for identification. 

MR. BRn.L: ADI has already been marked. 

That's page 6. 

MR. SAGOR: ADI. 

THE CLERK: AD2. 

MR. SAGOR: I assume that AD is page 6. 

THE COt'RT: No. 

MR. SAGOR: I see. Let's have this AD2 

for identification. 

THE COURT: What page? 

MR. SAGOR: Let's as*. Miss Hepola. It 

appearb to me to be ca CD22. 

THE WITNESS: CD22 for the fiscal year ending 
October 31, 1970. 

THE COURT: And what is it described as? 

THE WITNESS: Cash disbursements.journal. 

THE COURT: Cash disbursements journal. 

(Defendant Ridland Exhibit AD2 was marked 
for identification) 


v 










I 










367a 


1921 


jgrf 2 Hepola - dtract 

into the Phoenix Bank as of the iase day. I cannot post 

a check — when you are transferring funds you cannot post 

a check and then a deposit slip which cowers the seas 

transaction. 

Lo therefore I d* bited the New York bank account 
and credited the Phoenix bank acoount. 

0 No. I think you debited the Phoenix bank acoount 
and credited to the New York bank account, isn't that 
correct? 


A No, that's not correct. 

0 You did wnat then? You debited the New York 
bank account and credited the Phoenix account. 

THE COURTt Credited cash? 

THE WITNESS? You are right. I debited the Phoenix 
bank account and credited the New York bank acoount. 

0 What date did you debit the Phoenix bank acoount? 

A The sane date. 

Q that would be October 23, 1970? 

A Riv*hfc. 

0 Now, have you examined, while you were waiting 
to beooon a witnesa in this case, the bank account for 
Sierra Silver at the Phoenix bank? 

A 


0 


Yes. 

I show you what has been previously 
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Govtrnaant 1 ■ Exhibit 41-A in evidence- 

MR. KLEINt At this tine I an going to again 
object. This is not proper voir dire. 

THE COURTJ I say it is. 

What number is that? 

MR. SAGORi 41-A, your Honor. 

0 Miss Hepola, on October 23rd, is there an entry 
or a deposit into the Pi.oenix bank account? 

A Ho, not in October. 

O Can you explain to na how you have a disbursement 
from the account of the American Bank and Trust Cospany on 
the sasa day for $50,000? I'll rephrase ay question if you 
don't understand it. 

Where did, according to the books and records, 
the $50,000 disbursement on the Aaerican Bank aooount go? 

A It went into the Phoenix account. 

0 Let as ask you — 

A But it didn't hit there until November 3rd. 

q You have looked at bank statements before froa 
*«he Aaerican National Bank? 

A Yea. I reconciled all these. 

Q And wh«»n someone writes a check on an aoo oun t, 
it is not wlthuxawn froa the bank account — the bank 
doesn't list as a withdrawal — until it is .actually 


e 
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deposited in another bank, isn't that so? 

Ml . KLEIN* I object to that as testimony, year 
Honor, not as « question. 

THE COURT* Overruled. 

A Would you state that question again, please? 
v Sure. Let me try it again. Supposing you write 
a check on a bank account and you put it in your p orft 
and don't cash it yet. The bank, your bank account, doesn't ! 
list that as a withdrawal until you cash that check or use 
it in sosm way. 

MR. klein* Your Honor, that is not the fact 
that was testif ad here with regard to the $60,311 or the 
$50,000, particularly with the 50. Those weren't the facts. 

THE COURT* I don't see what you are arguing about. 
It is obvious that if you don't let the bank know you 
drew a check they are not going to charge you for it. 

They are not clairvoyant. 

MR. KLEIN* if you deposit it a week later there 
is nothing wrong with that. 

THE COURT* There is nothing .rong with it. 

Nobody says so. 

MR. KLEIN* All right. 

BY MR. SAGOR* 


Q 


Now Miss Hepcla, do you see Defendant's Exhibit D 
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(indicating)7 

a Yes. 

Q Do you son the withdrawal from the bank on the 


•aee day, October 23, 1970? 

A You asked ee that before, didn't you? 

Q Yes. Now Z an asking you, where is that with¬ 

drawal an the sans day reflected in your books? 

A It was just narked as an exhibit. 

O You say that is the withdrawal? 

A The $50,000 you are referring to? 

0 Yes. 

A Yes. 

0 And where did it go to? That's what I'n asking 

you. 

A It went into the First National Bank, which is 
shown here in Exhibit 41-A, on November 3rd. 

0 Noll, why, to your knowledge, did the American 
National Bank show it as a withdrawal on the same day? 

NR. KLEINf Your Honor, this is speculative — 
THE courts That is not proper voir dire now. 

Do you object to the introduction? 

NR. SAGORt Yes, your Honor, Z do. 

THE COURTt Overruled. I will receive it. You 


y examine about it 
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received. 


I 

I 

The book is received. The pages ere ! 


MR. SAGOR: Just for the fore, I think Mr. Klein 
should indicate that it was made in the ordinary course of 
business. Me should have soae testimony on that. 

THE COURT t ims this book kept in the regular 
course of business. Miss Hepola? 

THE WITNESS: Yes. 

THE COURT: And were the entries made contemporan¬ 
eously with the events that they purport to describe? 

THE WITNESS* No, not always. 

THE COUi ,: They were not. But were they within 
a slut time after the events they purport to describe? 

THE WITNESS: Yes. X did things when X had time 
to do them, you know. 

THE COURT: I'll allow then. 

(Defendant xidlahd's Exhibits AD, AD-1 and AD-2 
for identification, received in evidence.) 

MR. SAGOR: Excuse aw, your Honor. If Mr. Klein 
isn't using it, can we examine for the first tlaw this book, 
if we may, while it is up there? If it is being looked at — 

THE COURT: Are you using it now? 

MR. KLEIN: X haven't even see it myself. 

THE COURT: Are you going to use it now in 



25 


examining? 


. 
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MR. KLEIN * Yes. I am going to ask her about it. 

THE COURTI All right. Leave it there. 

BY MR. KLEIN* 

Q Do I understand that you show a transfer of funds 
in the sue of $50,000 from the New York bank of Sierra 
Silver to the Phoenix bank of Sierra Silver? Is that 
correct? 

A That is correct. 

0 And if the funds were taken out of the Mew York 
bank on October 23rd L, either cash or certified check or 
cashier's check by Dr. Ridland and Dr. Ridland traveled 
around the country from Canada to the mining properties 
and he came to you and he gave you the check on N ovem b er 
3rd and you deposited that cashier's check or the cash or 
the oertified check, whatever it is, on November 3rd, would 
that coincide with your books? 

MR. SAGORt Objection, your Honor. Bow would Dr. 
Ridland going to Canada or going around the country and all 
that — 

THE COURTS It is a hypothetical question. 

0 Do you know if Dr. Ridland traveled a lot? 

A Yes, he did. 

0 Are th> .*e mining properties in Canada in connection 


25 


with the Sierra Silver M. 4 nes? 
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Q Miss Hepalo, after the deposit of the 60,381 
into the New York account — 

THE COURT: Of what? 
q -- of Sierra Silver ~ excuse roe. 

Do you r< jail roe asking you about a deposit of 
$60,381 in the Sierra S.iver account? 

A Yes. 

0 Do you remember the date of that deposit? 

A Well, the bank statement shows it as of November 

4th. 

Q On or about October 23rd — 

A into the New York account? 

0 Yes, into the New York account. 

A Yes. 

0 That is $6u,381, is that right? 

A Yes. That was pi id — that was credited to 
Cadgie Taylor, that's right. 

Q Do your booKs show the credit of it? 

A Yes. 

Q Where is that? Do you have the books? 

THE COURT: You have been over that already, 

Mr. Klein. She said October 23rd. 

Isn't that right? 


THE WITNESS: Yes. 
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I 


GWll 


THE COURT: We will be here until next week. 
MR. KI.E1N: 1 want to show the indebtedness 
was wiped out and it was a payment on account of the 
indebtedness. 


THE COURT: 1 agree with you. But how many 


times? 


U L)o ou recall that on or about that date, give 
or take a few days, that you received the balance of the 
payment of the purchase price of Cadgie Taylor stock? 

MR. SAGOR: Objection. ‘The witness has already 
testified it is September she best remembers it. 

THE COtRT: Let's get on with this.. 

Do you find any other payments that are marked 
as the proceeds of the sale of Cadgie Taylor stock and, if 
so, what are the dates and amounts thereof? 

Is that agreeable to you, Mr. Klein? 

it. KLEIw: Yes, sir. 

THE COURT: That is the question. 

THE WITNESS: No, I do not have the Cadgie 
Taylor book. 

0 I correct in understanding that the only 

books that would show the uate of actual payment that Cadgie 
Taylor received for the sale of its stock above and beyond 
the $60,000 which went directly to Sierra Silver would be 
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the Cadgie Taylor books? 

A Riqht. 

Q And that you don't ha^e the Cadgie Taylor books? 

I 

I 

A I don’t have the Cadgie Taylor books, 

g So that actually you don't know, do you, the 

date of actual payment, <e date of receipt of actual 
payment, by Cadgie Taylor of the purchase price? 

MR. SAGOR: Objection. 

A No. 

MR. SAGOR: Please. Objection. 

THE COURT: overruled. 

4 

Q What is the answer, you don't know the actual 

date? 


A No. 

0 But you do knot the stock was sold in September 

of 1970? 

A Yes. 

TllL COURT: Wait a minute. How do you know that? 

THE TNESS: Well, I know that. 

THE COURT: How do you know tha*? From wl.at? 

THE WITNESS: Well, I know that it had to be 
in before October 31st because here we have this receipt 


of 6250,000. 


25 


THE COURT: That's right, but there is the 
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whole month berween September 1st and September 30th is 
one month, and October 1st to October 31st is another month. 

How do yo know it was in September rather than 

I 

Octobet ^ ( , 

THE WITNESS: I don't. 

THE COURT: Mina you, again 1 say my questions 
have no intention ot either affecting the credibility of 
the witness or anything. I am just trying to get tha facts 
stt. ,.it so we understand > .at people know and what they 
don't know. It's for you to determine all the rest 
of it, as I said before. 


* * * 
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X havs trouble remembering the 1940s. He is talkii.g 
•bout meeting Hr. Steel sometime in the '50s. 

THE COURT* What about it? 

HR. brill: I say it's remote. 


THE COURT: There is no harm. 

HR. BRILL: It is improper. Of course it does no 
harm but it has no relation to this case. 

THE COURT: Unless it goes further it has no 
relationship. Merely knowing Hr. Steel has no relation. 

Let's move on. 

Q In the course of the time you have known Hr. 
Ridland, have you also met Hr. Steel in connection with 
Mr. Ridland? 

MR. BRILL: I am going to object to that question, 
if your Honor please. 

THE COURT: Overruled. 

MR. BRILL: I respectfully except. 

THE coui- if you say yes, then give us the time, 


roughly. 


MR. KLEIN: I will object to the question than as 
not proper cross examination. Nothing like that was brought 
out on direct, your Honor. She just testified about the 


books. 


THE COURT: in this respect, the Government may 
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b« making the witness his own witness. But go ahead. 

MR. BRILL* Would your Honor tell the jury 
what that means, lease'/ 

THE COURT* If I knew what it meant I would tell 

them. 


It's a technicality of the law which says that 
where a person is examined on direct examination by one side 
or the other, it doesn't matter which, you may not put lead¬ 
ing questions, for example, to the witness, whereas on cross 
examination you may ask loading questions. 

In fact, that is really what cross exasdnation is 


about. 


Now, with respect to the credibility of a witness, 
X charge you that xn the modern view it doesn't really make 
that much difference. That is why I sidled. You take the 
witnesses where you find them and while there used to be 
a rule that you vouch for the witness' credibility wnan 
you put him or her on the stand, that isn't necessarily 
ao. 


Xt will be up to the jury to determine, based on 
the charge that I wll* give you on credibility, as to how 
to assess each witness. 

MR. KLEIN* May we appro* h the side bar? 

THE COURT* You may approach the aide bar. 
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1949 


2 

(At ths side bar.) 

3 

MR. BRILL t May we have an offer of proof as 

4 

to where this line is supposed to 90 ? 

5 

THE COURTt 7 think that would be proper. 

6 

MR. SAGORt The offer of proof, your Honor, is 

7 

siaply Mr. Steel and Mi.. Rid land have been friends over 

8 

the years and they have been associated together for a long 

9 

period ot tine. Evidence of association. 

10 

THE COURTt Association is admissible. 

11 

MR. BhiLLt To what? 

12 

THE COURT: You can argue to the jury. 

13 

MR. BRILL t You and Z have been friends for 40 odd 

14 

years. 

15 

THE COURT* You can say "so what” in summation. 

16 

MR. BRILL* It doesn't mean you and I will do 

17 

an..hing that is improper. The insinuation is there. 

18 

THE COURT* There is no insinuation. 

19 

MR. BRILL* Hill your Honor say that? 

20 

THE COURT* In the charge, I will. 

21 

MR. KLEIN* I aa the one that asked for the 

22 

1 

conference, Mr. Brill. 

23 

The question came up that your Honor said Mr. SAgor 

24 

would then be Raking the witness his own witness. Mr. 

25 

Brill asked you to explain to the jury and then you didn't 
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explain it. What you did, you want into the subject of 

l 

credibility while my witness i« on the stand. 

THE COURT* You tell ms what I should say. Maybe 

I should say it. You are the Judges what would you charge 

« . . ' 

the jury? 

MR. KLEIN: i certainly wouldn't charge — 

THE COURT* Not what you wouldn't What would you? 
Take it down. 

MR. KLEIN* In response to Mr. Brill's request? 

THE COURT* j, in response to your request. 

What do you want me tr charge? 

MR. KLEIN* You can't undo the damage. I will 

just ask for a mistrial. 

THE COURTi What uo you want me to charge? Maybe 
I can correct it. 

MR. BKiiX* I think you ought to request — X 

i 

think the Judge is entitled to the benefit of our assistance. 
THE COURTt I am asking him. 

MR. BRILL* What was omitted. Judge,as X saw it, 
was your failure to make a reference to the fact that there 
is an introduction of new matter by the prosecutor and 

i 

that on the basis of this new matter he makes her his witness 
if it is material and relevan.. 

THE COU*>’» ' thought that was assumed. 
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Is that all you want or do you want something 

else? 

MR. KLEIN? I just mads t.is notion for a mistrial. 
THE COURT: You nads a notion for a mistrial? 

MR. KLEIN: YSS. 

THE COURT: i an aiding you now on the record, Mr. 
Kloin, is there any curing instruction you wish as to give, 
and, if so, tell me? 

MR. KLEIN: I don't think it can be cured. It 
would only emphasise it at this point and compound it. 

THE COURT: May I assume at thia point you don't 

i 

know what you want as to say? 

MR. KLEIN: No such assumption at all. Let me be 
very specific, your Honor. 

This witness testified she was an accountant. 

Your Honor took great pains to knock her down in front of 
the jury and say she was a mere bookkeeper. Now your Honor 
gratuitously volunteerad an explanation of credibility when 
it wasn't even asked. 

THE COURTS Let's get on. 

MR. BRILL: Your Honor, just one secend, please. 
Could I participate in the invitation your Honor , 
extended to Mr. Klein with respect to what request should 
be made or what limiting instruction should be given? 


• * * 
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A But I can't remember every withdrawal and every 

* I 

check. I mean 1 would have to look at the books. 

0 And you don't have the books. 

A And we don't have the books. 

0 Are you familiar -- 

f 

A Unless you subpoenaed them. I don't know. 

0 Say that again? 

A Unless you subpoenaed them, tried to find them. 

0 Are you familiar with any m#jor withdrawals from 
the Cadgie Taylor Company? 

MR. BRILLt i don't know what "major" means. Judge. 
MR. SAGOR: Over $10,000. 

MR. BRILLt i don't even know if that's amjor. 

THE COURT: Even . >at is difficult to answer. 

MR. KLEIN: I'm objecting to that question 
unless it is specific, your Honor. 

the COURT: The objection is sustained. 

0 Miss Hepola, would you turn to the entires, the 
geneisl journal entries on November 5, 1970 for the 
Sierra Silver Company? 

4 

MR. BRILL: Were we talking about cash receipts 
or cash disbursements? What are we talking about? This 
journal apparently has — 

THE COuRT: Which are you asking about, the sash 
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(In the roping room:) 

MR. SAGOR: Your honor, I ask I be able to show thin. 
Previously Mr. riein had nrqued that this withdrawal which 
we had before wo had the previous bank statement from the 
American Trust Company, since there was a withdrawal on 
November 3rd and since there was a coordinate deposit in the 
Sierra Silver Company of $50,000 — 

THE COURT: Where? 


l 

MR. SAGOR: On November 3rd. Since we said 

it was a withdrawal and a deposit of $50,000 from the sub¬ 
sidiary to the parent, I was not permitted after I had 
originally shown it. 

THE COURT: Wnat subsidiary? 

MR. SAGOR: Tom the Cadgie Taylor Company to the 


Sierra Silver Company. 

Since it appeared before we had this testimony 
that this withdrawal was that deposit, I wasnot permitted 
to bring out this withdrawal from the Cadgie Taylor Company. 
Mr. Klein, for example, told us that that could have repre¬ 
sented money going into the Sierra Silver Company for 
purposes of mining operations or something like that. 

Now wo have established that the $50,000 that this 
represents, according to her testimony — 

THE COukT. wnat does "this" mean? 










Trust Company on October 23rd, 1970. Your honor will 
remember that tnis -- 


THL COURT: I remember. 

MR. SAGOK: I would like to bring out and 

leave xn that there was a withdrawal from Cadgie Taylor Company 
of $5 ,000 — 

THL COURT: You keep saying Cadgie Taylor Company. 

MR. SAGOR: Yes, Cadgie Taylor. 

THE COURT: The last I heard it is in Sierra Silver. 

MR. SAGOK: That is the point, your Honor. 

That $50,000 tiiat is in Sierra Silver, according to the 
witness, Miss hepola, comes from there. 


THL COURT: No, it doesn't come from Cadgie Taylor. 
It comes from Sierra Silver. 

Mk. SAGOR: This is Defendant's Exhibit W at 

the American bank ana Trust Company. It comes from the 
Sierra Silver Mining account, bank account No. 1, 
new »jank account Nc. 2 of Sierra Silver. 


MR. I'.LtlN: Transferred. 
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THU COURT: Don't interrupt. 

MR. SAGOR: Now, we had assumed before, and that 
was the basis for your yanking out — 

THE COURT: Don’t give me the argument. Just 
tell me what you want. 

% 

MR. SAGOR: I want to be able to show that this 

money was withdrawn from the Cadgie Taylor Company. It did 
not go into Sierra Silver Mining. That $50 000, 
according to the v .tness, that cash was deposited in the comrj 
any. This goes — 

MR. HRILL: What company? 

MR. SAGuii: Into the Sierra Silver Mining 

Company. This figure — 

THE COURT: What is "this figure"? 

MR.SAGOR: The $50,000 is withdrawn from the 
Cadgie Taylor Corporation. 

Tut COURT: Where is that? 

MR. SAGOR: This bank statement. Here it is. 

I wasn't permitted to bring that out because it went 
right into Sierra Silver and tnere was nothing wrong 
with that. I would like to bring that out to show general 
cash availability. 

THE COURT: Mow do you know this was cash? 


25 


MR. SAGOR: 


Just the withdrawal from the 
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TiiJ: COURT: I am afraiu it is still confusinq if y ,|u 

don't know it is cash. 

i4K. SAOON: rt doesn't have to be cash. It 
oi.wyn't oo into mv of the subsidiaries. 

THK CO« *>*!•: Ts this in evidence? 

MR. SACOR: •...** — no. 

MK. Idr It vms narked. 

,1K. j \C W : you a*.< »*d to mask these two deposits, 
the ana tnr> >o. it i3 highly significant that after all 

this mnoy comes in, J5 and in, and I neglected to tell 

your donor auout the 4 2 , it adus up to 85,00U plus 42,000. 

85 plus 42 conics to $127,000 within two days time after the 

closing leaves tnat corpor., ion. I think tnat is highly 
unu.ual. 

Tin: COURT: Where iloes it qo? 

Ml'. bAW: This does to Ridland's personal account 

You have not permit tea mo to bring that out. 

Tin: COURT: No. 

Miv. UACOH: This goes to unknown places. It 

is not in tno books and records of tne corporation. And this 
goes allegedly — this goes allegedly — to Sierra Umpire 
Mines l. liteu but put in the books and records of the 


company a month liter. 





1 


gwbr 5 


390a 

iicpoj a-cross 


1991 


2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 


Till; COURT: 

grounu it was Merely 
MU. SAOOR; 
to udieve. 

Tilt. COURT: 
MU. SAOOR: 
TiUS COURT: 
MR. SAOOH: 
TrtK COURT: 


She explained the Empire thinq on the 
a conduit for the Canadian operation. 
That is a question for the jury 

out teat is what sne said. 

That is right. 

now are you going to prove otnerwise? 

The jo, 000 she says nothinq about. 

I will let you asK ner about the 


bu,uu0, tnat is all. 

MU. SAGOU: Tnat's fine. 

MR. ftnhltl: Now we are pinpointing the 35. 

ThE COURT: Do you want him to ask it? 

He will ask it. You can't have it both ways, Mr. Klein. 

MU. SAGOU: I dv, want to develop and ask her if 
she knows of any transfer from this account — I think 
1 have a witness on the stand, your Honor, and it is proba¬ 
tive cross examination. 


THE COURT: It i3. You are opening yourself 
up obviously. no is goinq to ask her do you Know of any 
cash withdrawn and she will say no. That will be the end 
of you. I don't know what you are driving at. 

MR. SAGOU: And do you know of any checks to 


25 


Mr. lialand's personal account? 
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MH. KI.i.’IN: She iust said no. 

TjIE CnltUT: 1 think you are leading with y* ur 
cnin myself. 

MR. SAC'iOK : I Jon * t mind. 

MR. KLEIN: That is out of evidence. I am 

going to ask tor a niistt al. 

HP. iiAOOP. : You mav. You have asked for it 

1> times. 

Tut. C<l.'!'T: lie mav net it. Don't be so coc 
MR. SAOOR: T1 'why we are here. Now that you 
will allow me to ir.quir. about the 50/000, may I inquire 
about the 35,000? 

•i'ni: COURT: Mo. because we know the answer to 

that. * 

MK. SACOR: Wnat about credibility? She will 

never admit to the fact it was $35,000 that went to his 
personal account? 

THE COURT: Why not? 

MR. S.vnoR: let's see. Can I do iL? 

THU COURT: If you do you will prejudice. 

MR. KLEIN: The mask stays over the 50. 

MR. SV.OR: Mo. 

MR. cTN: You arc goinq to ask a question but 

the mask stays on it, isn't that so, your honor? 

















392. “»» 

pqbr 7 

iiepol.i -cross 

THF. COURT: 

I am going to let aim ask it in view 

of the fact there are two - fifty thousands. 

MK. KLEIN: 

doesn't the mask stay on? 

THE COURT: 

now can it stay on and he can ask 

at the same time. 


MR. BRILL: 

What is he going to ask, what she 

didn't make? This 

is a bank record. 

THE COliuT: 

All he can ask her, there is a record 

shwoi m that t.Vi Cadgie Taylor account shows a withdrawal 

of $ 50,000. Is that reflected anywhere in the books that 

you have? Thai is all he can ask her. 

MR. KLEIN: 

She doesn't have the Cadgie Taylor 

books. 

9 

THE COURT: 

The books you have. Sierra Silver. You 

can still arque what 

does that prove about the Cadgie Taylor 

books. 


MR. KLET 

The jury hears $50,000 is drawn out 

of the Cadqie Taylor 

and we don't have the check. 

(In open court.) 

MR. SACOR: 

Your Honor, may I from here? 

THE COURT: 

Go ahead. 

BY MR. SAOOR: 


0 Miss Hepoia, 

you told us that this $50,000 from 

the American Trust . 

mpany, the withdrawal on October 23, 
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1970, is reflected on the Sierru Silver books, all the 

t 

books that you have before you? 

A Rignt. 

0 Can you circle where that is reflected? 

(Witness wntes.) 

0 And tnat was received by the company when. Sierra 
Silver, the $50,'- jO'. 

A Wt LI, it shows on the bank statement that it went 
into the bank on November 4th, wasn't it? 

Q I think November 3rd, ma'am. 

A Nc mber 3rd. 

Q Can you put similarlv a red circle around the 
receipt of the o.mpanv of the $50,000 f:om the American 
Trust? ' 

A On tins copy of the bank statement? 

| 

U Yes, please. 

(Witness wi. s.) 

Q 1 invito your attention to a withdrawal from 
the Cadgie Taylor Company on November 3rd of $50,000 and 
I ask you whore that is reflected on the books 
and records >f the Sierra Silver Mininq Company or any books 
and records you have lie fore you? 

MR. hUIN: Your honor, I tiiink the question is 
is unfair because there is no indication to whom that check 
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1995 


2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 
iJ 
14 
18 
16 

17 

18 

19 

20 
21 
22 

23 

24 


was made. It could have been made to a third party 
corporation. 

THL COURT: You have made that argument to me be¬ 
fore, not in the presence of tae jury. 

MR. KLLIN: Yes, sir. 

TUC COURT: You may make it again in the presence 

of the jury when you sum up. 

MR. SAGOR: May I nave a moment, your Honor? 

(Pause.) 

THE COURT? Can vou answer that? I will try to 
get you out, if T. can. 

0 That will be my last question. Can you answer 

it? 

A No, not without the books. 

U nooks of what? 

A Cadgie Taylor. 

Q You u. n't see it on the Sierra Mining, is that 

correct? 

A No. 

L* Oo you see it ot. any of the journal entries con¬ 
cerning any of the subsidiary companies? 

A I was looking in Novemter-- 

U Take your time. 



A 


and I don't see any 50,000 in here, no 
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1996 


W If you want to take some more time, go right 
aheau. 

THE COURT: I think you said it was your last 

question. 

MR. £mo>.»k. It is my last question. 

A Well, tiiat is adgie Taylor probably made out to 
Shepard Enterprises •- somebody like that. 

0 You mean tl -c 42,000 plus 50,000 to Shepard 
Enterprises? 

a That's very possible. It ran into quite a lot of 
money. 

MR. SAGOR: May we have marked Government's 
Exnibit the next numner, please. 

THE WITNESS: j don 'l know. As you well know, 

I am just saying itaould bo. I don't know. 

I shouldn't even say anything. 

0 I know that. 

MR. dRlEL: I object to that, your Honor. 

THE COURT: I think it is called for. The 

witness stated it again and then she said she shouldn't 
have said it. What do you want from me? 

I 

MR. uRIeE: I want you to instruct the jury to 
disregard hi-; comment. 

The COURT: disregard his comment. 
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MR. 

liRIi.n: 

Thank you. 

MR. 

SAC,OR: 

May I, your honor. 

TnE 

COURT: 

lay you what? 

MR. 

SAGOR: 

(Set that from over there, if I can. 

Tttb 

COURT: 

If vou can reach it, yes. 

MR. 

SAGOR: 

May we nave this marked the next 


exnibic? 

(Government*s Exhibit 45 was marked for 

identification.) 

MR. SAGOR: Would you give that to the witness, 

please, 'lr. nugnes? 

Q Mis*? neoola, can vou identify that as the 1971 
annual icport of tne Cau.ie Taylor Company, among other 
companies? 

A Right. 

0 And in 1 ro uoes tuat reflect the cash disburse¬ 
ments of the Cadgie Tavlor Company for 1971? 

A Yes. 

n bo you see reflected there at all cash disburse¬ 
ments for approximately SR2,'J00 for drilling, Shepard and 
Company? 

A bo. 

.•IK. oRIj.b: T obiect to tnat. She never 
suggested it was all ■»>:| .tded in that year. 


i 
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1998 


Till: CO!IKY: Overruled. 

MR. hi.i,IN: r.s Luis paper in evidence? 

THE < OURT: No. She is just refreshinq her 
recollection it the moment. 

uo voti v/itht i t xn evidence? 

MU. hi...IN: I .uon't knot what it is. 

TMK COPFT* It is an annual reDort for October 30 
1971, for .ierra Silver Minina Comoanv and subsidiaries, 
including Caddie Taylor. That is what she is lookinq 
at. 


MU. KLEIN: Thank you. 

0 One final ouestion. Did the Cadgie Taylor Compair 

\ 

ever make any money? 

MR. bRlx.L.: Tnat is objected to as totally 

immaterial ana irrelevant. 

THE COURT: Sustained 
Wnen did it stop operatinq? 

Mk. PRILL: That is objected to also. 

THE COURT: Sustained. Unless it is 
before November 30, 1970. 

.) Is it reflected in Government Exhibit tnat you 
have before vou when it stoooed operations? 

..Kl'J : Tnat is objected to, your honor. 


T.ih COIjUT: 


You can't ask it tnat way unless 
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you offer it in evidence. 

MR. SAGOR: I will offer it. 

MR. KLEIN: Object-d to as beyond the date. 

I tried to offer the next one and the objection was sus¬ 
tained . 

THE COURT: Sustained. 

Are we finished with that subject? 

MR.SAGOR: Yes. 

TiiL COURT: Anybody w.-nt anything further? 

MR. KLEIN: Just, very 3hort, your Honor. 

REDIRECT EXAMINATION 
BY MR. KLEIN: 

0 You were shown a bank statement, a monthly Lank 
sta tement, of Cadqic Taylor which indicates deposits and 
withdrawals, is that correct? 

A Correct. 

0 It just conta. .s numbers on it, doesn't it? 

A Yes, just amounts. 

Q Just amounts? 

A Yes. 

0 It aoesn't say from whom the deposit came in or to 
whom the cneck was made? 

A 


25 


Q 


Thau is correct. 

So if I asked you about any particular item 
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of withdrawal, you .luLdn't tell me to whom it went unless 
you saw tne chec 
A Right. 

0 With the name of the payee on it, is that cor¬ 
rect? 

A That is right. 

Q do you have any recollection as to who that 

$50,000 check may nave gone to? 

A None whatsoever. 

0 And i it was maue payable to some other firm 
elsewhere, it wouldn't be rdfected in the books of 
Sierra Silver, would it? 

A wo. 

MR. ivLKlh: NO further questions, your Honor. 

TllH COURT: Anything further? 

MR. SAGOR: ;Jo. 

Tut COURT: You may catch your plane. 

MR. KLEIN: One more question. 

0 Do you know of any $40,000 cash payment — 

MR. SAGOR: Objection, your Honor. 

MR. KLEIN: Withdrawn. 

THE COURT: Overruled. Was there an answer to that? 
You don't want to ask it? You don't have to. Are you 
withdrawing the uestion or not? 


* * * 
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2 

that tha payment of a so-called bribe, If you will, to a 

3 

daalar without disclosure to tha customers la itaalf a 

4 

violuLion of tha statute, which it la. 

5 

So tha whole thing holla down, I have bean trying 

6 

to tall tha lawyera on both aidea, ..o a rather staple issue 

7 

hare. Was $40,000 paid or wasn't it? wa have bean her# 

8 

two and a half weeks on that siaple issue. 

9 

NR. KLEIN t on that point specifically, will your 

10 

Honor charge that there is no proof that either Cadgle 

11 

Taylor, Ridland, Peis or Steel paid $40,000 to Kelly, 

12 

Andrews i Bradley? 

13 

THE COURT» No. Z an going to leave that to the 

14 

« 

jury. The Govsnusant contends that they had enough establish* < 

15 

by virtue of the testimony of Nidlits that he was told by 

1* 

Steel that Ridland was on ti»e way with the $40,000, that they 

17 

have certain bank business, that they saw the annoy, that 

18 

Bassani and/or Schlffaum said — wall, you could attack 

19 

thee. They are accomplices. That's about all you can do and 

3 

that's all Z can do. 

21 

MR. KLEZN > Your Honor is going to charge on the 

22 

double Inference, aren't you? 

23 

THE COURTt on what? 

24 

MR. KLEIN » it a set of olrcueatantlal — 

25 

THE COURT t z won't charge on anything as esoteric 


as that unless you give it to as in writing. 

* * * 

i 
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would like to take up. May I suggest a recess because I 
think this Is tJ oing to take about five minutes or so? 

THE COlJHT: irfu wl 1 let the Jury go right after 
this. You may as well sit In the box. 

Come in the robing room. 

(In robing room.) 

MR. KLEIN: Your Honor, one of the things I would 
like to take ex cep i.on to is the 'prosecutor spoke about 
sale or the prospectus. He said that the proceeds had to 
be collected ai.d depositee i. the escrow account within 
12< lays. 

My contention is that he only said sale. If you 
reca 1, tl.c other day I attempted or I made an offer 
of proof through . n expert to introduce two other best- 
efforts, all-sold deals, all -oj -nothing, a prospectus of 
those picked at, random, where they say specifically that 
not only must the s <e br made within the time period but 
the proceeds -- payment rmn.t be received and deposited to 
show the word sale is not all-inclusive of receipt of 
proceeds and deposit of proceeds of sale, and that's what I 
attempted to do by the offer of proof. 

Your Honor denied me the opportunity to do that. 
You gave me the opportunity, but you didn't permit me to do 
it. You turned .iown my offer of proof. 
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Now when the prosecutor sums up. It highlights 
the very fact that 1 w<u attempting to establish. 

THE COURT: There ^re two things. One is I have 

I 

already ruled nat since It doesn't say "and paid" in the 
prospectus itself, I won't allow the prospectus to be 
used as an Instrument <. .'raud or as a failure to disclose. 

On me other md, there was a legal duty, based 
on the underwriting ag. ement, for the proceeds to be 
i’eceived into the acc' c in the Manufacturers Hanover Bank 
prior to October 5th. 

MR. KLEIN: Except that the SEC had both the 
underwriting agreement and the prospectus before it, and 
we presume that the:,' compared them and they permitted the 
prospectus to be Issued. 

THE COURT: I am not allowing it to show anybody 
was defrauded by it, 1 t I am showing that as a matter of 
law it should nave been done. 

That's enough on that. I will give you an exceptlo 
to that. I _un't do anything more. 

Mr. Brill. 

MR. BRILL: Your Honor, among other things that 
Z would like to put on the record is an objection to the 
unfair comment made, which will be the basis for a motion 
for a mistrial, by t -e prosecutor in the course of his 


* * * 
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to sell the issue within 120 days. All funds will be 
deposited in a special account at the Manufacturers Hanover 
Trust Company, 40 Wall Street, New York, New York, and only 
if the entire issue is sold will the funds be released to 
the Company. If, after 120 days, the offering is not com¬ 
pletely sold, the Underwriter will return the funds promptly 
to the public without charge for or payment of interest." 

Let me pause there for a moment. 

A dealer, as I have indicated, is a retailer of stock, 
and, as I have said, the underwriter may be considered the 
commission merchant or the wholesale distributor of the 
stock. It is common practice for the commission merchants, 
the underwriter, to enlist .he aid of dealers in selling 
the stock and to pay them on a per share basis the amount 
that is provided for right in the prospectus, in tnis case, 

10 cents a share. 

It is the Government's contention that not only 
was the $40,000 in cash paid to Kelly, Andrews t Bradley 
corruptly to influence them to push the stock, but also 
it was paid, according to the Government's contention, by the 
Cadgie Taylor Company itself, if you find that to be a fact, 
it would mean that the proceeds of the underwriting that 
went to Cadgie Taylor was $40,000 less than appears on the 
face of the prospectus, Exl i>it 1. 
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I will charge you as a matter of law that that would 

•'j 

be a material omission from the prospectus. 

I 

On this phase of the case, you and you alone 
have to determine whether the approximately $40,000 
was paid in cash to Kelly, Andrews fc Bradley; if so, whether 
^ w *s peid by defendant Robert Peis with the acquiescence 

i 

end cooperation of Johannes Steel and with the approval 
of Mr. Ridland. 

If you find that there was no payment of $40,000 
in cash, then that will » - the end of it and you should 
acquit. 

If you find, however, that there was a payment 
of $40,000, that it was secret, that it was the understanding 
of the people involved that it was not to be put in the pros¬ 
pectus, that it was not to be told to potential customers of 
*he securities, then I charge you that you may find that 
^hi* was a violation of law and that it represents a device 
to defraud investors. 

I 

Even if the Government has failed to prove to 
your satisfaction that it was Cadgie Taylor which paid the 
$40,000 out of the proceeds of the underwriting, it would 
still be a violation .*f law to pay a secret $40,000 conmission 
without disclosing it regardless of where the defendants 
got the money to pay it. 


* * * 
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the stock on October 4th or earlier and had agreeo to pay 
for it at some later date, the transaction and the conceal- 
■tnt would still have involved a violation of law, first, 
because all the stock had to be sold within 120 days not 
to another firm for later resale to the public, but to the 
public itself. 

Second, although the prospectus simply says that 
the Cadgie Taylor stock had to be "sold" within 120 days, 
the underwriting agreement between Cadgie Taylor Company 
and Pels Securities, which is a part of the registration 
statement filed with the SEC, made it clear that the require¬ 
ment was that not only must the stock be sold within 120 days 
but it must also all have been paid for within 120 days. 

It would also have been necessary as a matter of 
law for the prospectus to be amended to show that Kelly, 
Andrews I Bradley had become an underwriter and that it 
was selling for its own account and not simply as a dealer 
worx.ng on a commission of 10 cents a share. That was 
not done. 

In substance, therefore, even if the purported sale 
to Kelly, Andrews & Bradley by Peis Securities was actually 
a sale, the failure to disclose that fact to the buyer of 
the Cadgie Taylor stock would still have made the prospectus 
misleading. 


2S 


* * * 
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(In robinq room.) 

THE COURT: Who goes first? 

MR. KLEIN: I will go first. 

I respectfully except first to your Honor's charqc 
where you used the language that the shares were required to 
be sold and paid for by October 4th. 

The prospectus merely states sold by October 4th, 
and that is what the public relied on and that was the 
language approved by the SEC. 

I except to that portion of vour charge. 

THE COURT: I will stick to ny charge as qiven. 

MR. BRILL: Could I at this point interrupt? 

THE COURT: Ye^, s re. 

MR. BRILL: I take it these are applicable to 
all of the defendants. I had the same note in my paid, and 
I don't want to hav» to review it. So I join to the 
extent -- I don’t know whether this can be done. 

THE COURT: It is up to the Court of Appeals and 
not me, really. All you have to is say "I join." 

MR. BRILL: I join in that. 

MR. MARCUS: So do I, your Honor. 

MR. KLEIN: I would request your Honor to 
indicate that if their recollection of the proof is that 
the prospectus was mailed from Now York to another point in 
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New York, that they must acquit under founts 2 throunh ft 
because there is no travel in interstate commerce. 

THE COUNT: i deny that. 

MR. URIEL: I join in that. 

MR. MARCUS: I join in that. 

THE COURT: I leny it. 

I 

MR. KLEIN: And the mere use of the mails is 
insufficient unless it is in interstate commerce. 

THE COURT: Denied. 

MR. DRILL: 1 join in that. 

MR. MARCUS: I join in that. 

MR. KLEIN: I also object to your Honor's charge 
Pertaining to the failure of the defendants to take the 
stand in their own behalf. It is my understanding that 
uni^ss we specifically request it that the judges usually 
don't charge it. 

THE COURT: On the contrary, I was waitinq for 
you to tell me not to mention it. Nobody did. So I men¬ 
tioned it in the usual way. 

MR. KLEIN: 1 usually get it in the reverse. 

T1IL COURT: Not the way I do it. 

MR. KLEIN: That was my first experience. 

The other day I asked your Honor to take out 
the word offered' s40,000, and you said yes, you were going 

i 


9 
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I 


aw? 


to take it out. Today you cnarqed, "If you find that there 
was payment of $40,000 cash or an offer to pay it that you 
must convict." 

I will ask that that be stricken. That was the 
first time you mentioned $40,000 ca^h, your Honor. 

THE COURT: All right, I will change that. 

MR. KLEIN: The next point. 

Your Honor indicated that salesmen qave advice 
to a prospective purchaser on whether or not to purchase 
the stock. 

That is not the function of a salesman. A sales¬ 
man is there solely to sell stock. He is not sitting there 
as an expert. 

Somehow with that statement you conveyed to the 
jury that the salesman is giving advice for the co. pany 
whos- stock is being issued, independent advice, and not 
motivated by anything other than his desire to earn his 
conuni ssion. 

THE COURT: i will stick to m, charge. 

MR. BRILL: I respectfully except. 

Mk. MARCUS: Exception. 

MR. KLEIN: You stated a defendant* *> participat ion 
I am saying I ask your Honor to include in the charge that 
a defendant's participation in a conspiracy, if any, must 


* * * 
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charge that if, after knowledge of existence of a conspiral- 
a defendant joins therein anti doos some act in furtherance 
thereof, then he becomes a member. 

Do you think you covered that? 

THE COURT: Yes. 

MR. KLEIN: I believe vour lion- r stateu to the 
jury, I think your words were: "You must <:<*cide on a) l of 
the evidence in the case whe her a particular defendant 
joined a conspiracy and participated in it." 

Tilt. COURT: That is the same point you raised 
before. That is the law of the Se.-ond Circuit. 

MR. KLL1N: That is opposite Stromberq. 

Tilt COURT: oh, sure. 

MR. KLEIN: overt act number 3 you charged as 
a matter of the law that the one month difference i*. not 
remote, and I except to that. 

THE COURT: All riqht. 

MR. MARCUS: I will join in that. 

MR. UKILL: I join in it because, if your Honor 
pleases,- it constitutes an amendment of the indictment bv 
the bill of particulars as distinquished from your Honor’s 
instruction. 

THE Court: I note y>ur exception on it. 

MR. KLEIN: Your Honor spoke about the i Lent, of 
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the conspirators. I don't recall your Honor speakinu about 
the intent of the defendants. The way I heard it was: "If 
you find that any two of the conspirators agreed and intended 
to do" and so forth "then you can find the conspiracy 
existed." 

I think we aie dealing with the indent of the 

defendants. 

THE COURT: Wo. What I charged substantially 
was that if two or more persons conspire, you can have a 
conspiracy, and then if the defendants or any of them adhere 
to that conspiracy and participate, then they are guilty. 

MR. liRILL: Could I interject there, your Honor? 

I cot the same impi jsion which has just been expressed in» 
Mr. Klein. I got the impression that vour Honor was dis¬ 
cussing the conspiracy and in discussing the elements of th• 
crime pursuant to the statute, your Honor discussed, as 
Mr. Klein indicated, not in those words, of course, hut 
instructed the jury that they had to find that there war. a 
knowing and wilful participation of the co-conspirators, 
the conspirators. 

THE COURT: No. I think you are wronq. 

MU. HRiLi.: To insure t .at in” hearing was not 
incorrect, 1 am goinq t.o respect I ully except. 

THE COURT. Sure. 



/ 
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n 

HH. URILL: If the instructions are to the 


3 

contrary — 


4 

THE COURT: It is obvious vou can have A and b 


5 

join a conspiracy and then later some time durinq its exis¬ 


6 

tence the defendants join it and that's all you need. 


7 

MR. MARCUS: I join in that exception. 


8 

MR. KLEIN: I guess we all join. 

I ' 

9 

THE COURT: I have already rejected a charge t re¬ 

10 

posed by Mr. Klein, I believe, that I charge that there 

11 

can't be a conspiracy unless one or more defendants created 

12 

i 

or formed it or something. I refused to charge that. 

13 

MR. URILL: I respectfully except. 

. i 

14 

MR. KLLIN: I also ask your Honor to charge and. 

15 

, i 

apply the double inference rule to any unident a tied bank 

16 

withdrawal or deposit. In other words, the government 

17 

pointed out, here is a $50,000, here is a 50,0 0, here is 

18 

a 42,000. It could have come from there. It could have 

19 

come. 

20 

, I say there is a double inference rule at that 

21 

point. Merely from a bank number alone, vou can't draw an 

l ‘ • 

22 

inference that that's where it could have come from. 

1 

23 

THE COURT: I won't charge that. That is oir- 

1 

24 

cumstantial evidence, which I charged generally. 

25 

1 MR. KLI'TM: Wouldn't vou charge if it circum- 

l 

! 

1 

1 

i 
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stantial, if there are two hypotheses ,vou must accet t the 
one consistent with innocence SDecifically apnlied to that? 

THE COURT: No, I don't want to sinqle out anv 

number. 


MR. KLLIN: Would your Honor charqe as a matter 
of law there is no prooi of depreciation ot Cauqie Taylor 
assets as a matter of law i.y any $40,000 payment? 

THE COURT: No. 

MR. BRILL: Could r interact there, yom Honor? 

I got the impression, and 1 could bo in error 
about this, but I thought your honor said that then- was 
proof in the case or at 1 ist the government contended that 
the $40,000 came out ot the proceeds. 

THE COURT: Yes, the government contends it, thjt' 
right. That's al I said. I am leaving *'t to the iurv. I 

I 

have already ruled or. the evidentiary question. 

MR. OKI LI.: In that context and in ordex to 
balance the charge? in respect to that, it seems to me and 
I respectfully reciuest your donor instruct the jury that it 
is the defendants' contenti- n that it did not come out ot 
the proceeds. 

Till- COURT: 1 said that. 

MR. KLEIN: You said it is the defendant*' con¬ 


tention no payment was made, hut not that it came out of 
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any particular place. 

THE COURT: You can't do it hypothet ical 1'*. 

The reason 1 didn't perhaps uo it so speciricallv 
is it wouldn't be fair to the defendants because it v'ould 
create an implication that ther* was $40,000 but that it 
didn't come out of Cadqie Taylor. 

MH. BR l l. 1.: But in the context in which vour 
Honor did charqe it, it generates a>- npression. You know, 
realistically, when a * >urt gives its charqe to the jurv, 
the whole case turns because jurors, being layment and havin.i 
the regard for the Court which they ordinarily ’.nd usually 
have, get impressions which are not conveved to professi. nal, 
and I got the impression, frying to put myself in the 
posture of a juror, that in that particular context that, 
well, maybe this money did come out of the proceeds. 

I know that your Honor did say at a later time 
that it is the defendants' contention that no payment was 
made. 

. 1HE COURT: That's riqht. So it couldn't come 

out — 

HR. URll.L: As a matter of fact -- 

THE COURT: I gave you the benefit ol every 
break on that one. 

MR. KLKIh: Mav I continue, your Honor? 


* * * 
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"T do not understand your aupsti >n. Pleas*' writi 
what you want more cleariv." 

I think that is fair to evervbodv. I don't know 
what else I can do. 

MR. KLLIM: That's fair. 

I found the section in the minutes where "nnr 
Honor had directed that the two items on the Cadoie T-vjor 
account — 

THE COURT: Give mi' the pane. Don't aive mo ,1 

whole speech. 

MR. KLEIN: The on)” thing is. the reporter is i 
taking anything. 1872. It is about deletion of the •wo 
items 15,000 and 50,0 IR‘10 talks about unmasking the 

50,000 and leaving the 15,000 still masked. 



THE 

COURT: 

What pane? 



MR. 

KLKI 

1U72 is the culmination of a 

i one 

colloquy 

which 

results 

in your Honor agreeing to do 

1 etc the 

35 and the 50, 

to mask 

them. 



THE 

COURT: 

On lb72 I don't see anything 

• 


MR. 

KLEIN: 

You directed the deletion o f 

be l h 

items. 

THE 

COURT: 

I have it in front, of me. I 

doi*'t :;e 

anything 

about 

it . 




MR. 

KLEIN: 

It is in that colloquv that 

runs (rim 
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2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


114 ? 

1860 1872. It miqnt be 1871. It is around the t* i• J«11«* 

the paqe somewhere, just above tee mi'U'le. 

THE COURT: Which pages have vou qot? The*.: 
were several colloquys. 

MR. SAGOR: The one T use<! as Guidance is IS* 1 '' 
which is earlier than that. 

MR. Kl.rilJ: That was the first one, vour honor, 
when you permitted it in. 1871, vour honor. it is th.* 
second paragraph, the* end of it. 

THE COURT: 1 '/as cut off here. The report-or 
didn't get the full thing. 

MR. KLEIN: If you read the nrecudina collmii", 
in 1990, as nroof of it, where Mr. Saqor again brings, ur the 
point, in view of the fact that the *50,000 withdraval *rom 
the American Trust Company w.is explained as a transfer ! ron 
the Sierra account, and then he came up with the 50 ,nog • r ,,. 
the Cadgie Taylor Phoenix account and said this is a differ#* 
50,000, and your honor said und. r those circumstances wen 
would permit him to unmask the fifty because he savs in :•*••<> 
both were marked. 

MR. SAGOR; You asked to mask these tv/o dennri**- 
the 35 and 50. Then, later on, .ifter that, vou sail , ".Mi 
right. T:.e fifty is okav‘*. That left the 15 to be asked.. 

On pane 1000, your Honor said, "I will irt: <>m >. 









/ 
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her about the 50,000. That’s all." 

THE COURT: l said at 1RR.3, "i will let him ask, 
in view of the fact that there are two 50,000s." 

Mr. Klein savs, "Uoesn’t the mask stav on? 

"THE COURT: Mow ran it stav on and he can ask 
at the same time?" 

MR. KLEIN: That is the fifty. 

THE COURT: The 35 1 don’t recall snecifical1v 

■ 

unmasking. What is the problem 

i 

MR. KLEIN: In 1992 you sav this -- 
MR. SAGOR: That’s why we are here. "Now that vou 
will allow me to i.iquire about the 50,000, may I inouirc al on: 
the 35,000? 

"THE COURT: No, because we know the ans..**r to th-'j. " 
Yon w.iuldn’t let him ask about that. 

At the bottom of the page, I say, "The mask 

l 

stays over the fifty?" 

THE COU'*T: Where is the exhibit now? 

I 

MR. KLEIN: It’s in the jury room. 

THE COURT: Why didn’t you call my attention to 

it before? 

MR. KLETN: I did. On the telephone you said, 'Tin* 
the page for me first." I soent all thi time tryinn to find 
the page. 
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1 

2 

GWP Jb — 

TUI' COURT: T 1 rind to net vou to cone up to 

3 

1 

chambers with the court reporter and make vour object ion, an.' 

| 

4 

I would considi r it. 

5 

MR. KLKIN: You didn't tell me that. Mr. Saqor 

6 

read a paqe to vou, and you said, "That's it." 

7 

THE COURT: Y u didn't even raise the question. 

8 

It's too late. 

9 

MR. KLEIN: I raised the question as soon as 1 

10 

( 

found out. Your honor instructed dr. Saoor to mask the 15. 

11 

I ask for the withdrawal of a juror and the 

12 

declaration of a . istrial. I ie jury now has a document not 

13 

in evidence. 

14 

TliE COURT: I didn't say it is not in evidence. 

15 

MR. i.KIN: The 31,000 is supposed to be covered. > 

16 

THE COURT: I qave vou the benefit of t.ho doubt, 

j 

17 

because in a normal case like this I would have the riqht to 

f H 

have allowed Mr. Sagor to cross-examine on the 35, non to nrov. i 

1 

19 

that it went into Mr. Midland's 1 ank account. I have leaned 

j 

20 

over backwards for the defendants in this case, and it is 

21 

not that material, so I am not qoinq to declare anv mistrial, j 

22 

MR. KLEIN: It is material in that it shows -- 

23 

TH1 COURT: The jurv wants the annual report to 

24 

the SEC on sale of stock from Midland, signed by Midland, 

25 

possibly Nur or 33, Government's Exhibit. 
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MR. KLEIN: 32. 'that's what I said. 

% 

This jury has been there fr.r an hour with that 
piece of paper. It is not nv responsibi 1 1 ty to mask that rviTH 1 
I thought it was Mr. Hughes' or Mr. Saaor's to mask it. 

THE COURT: Don't make a big deal out of it. Tt 
is not that important. 

MR. KLEIN: I think it is. It shows availability 
of funds from which the $40,000 could have been paid. 

MR. SAGOR: I think it is 31. 

THE COURT: What is 32? 

MR. SAGOR: 32 series. That's the registration 
statements and the amendments. 

THE COURT: What is 31? 

MR. SAGOR: 31 is that statement that the thino 

was filed. 

MR. KLEIN: 10-K. 

THE COURT: I think that is what they want. 

Also, 33 is the annual report of Sierra Mining for Cadaie 
Taylor. 

MR. SAGuK: It indicates it is sold by at least 
October 31, 1970. 

THE COURT: Send them both in. 

MR. KLEIN: They didn't ask for them. 

MR. MARCUS: Are they both siqned? Didn't they 
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ask for the report that is siqned? 

THE COURT: I will sen*! in 31 and 33. 

MR. KI.LIIJ: T will object to 33, because the him' 
didn't ask for it, your Honor. 

THE COURT: They asked for it by number. 33, tV ” 

?. iid here. 


MR. KLEIN: They saidthe 10-K. Before, vru -n , 
the numbers don't mean anythino. 

llifc. C OU R r: It is in o v i dence . T am sen* 11 n rt j t ii 
MR. KLi Ill: I object to that and ask for t-ho vu *- 
drawal of a juror and the declaration of a mistrial. 

THE COURT: Send them in, Mr. Hughes. 

MR. M.LIN: Mr. Raqor narked it durino summation, 

your Honor. 

MR. BRILL: tie marked- an exhibit in evidence i*te r 
it was received. 


MR. SAGOR: On th record, gentlemen, in front oi 
the jury, anu T am puttinq a nen around it. That was said 
in oral argument, on the record. 

1HL COURT: It will be helnful to them it thev 
are looking for that, in any event. 

MR. KLLIM: What are wo qoino to do about that > > 
It is still in f ront of the j urv. 

I hK t.ul'KT: You h tvc <>nur exception. 


f 


9 







/ 
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That is not my problem. I can't do anythino ni»nut 


it. 


'i 


MR. KLEIN: I assumed the Court's directives have 
been carried out. I have carried out vour Honor's directives, 
whatever they have been. Your Honor's direction was to mask 
It. 


THL COURT: Where did I direct that? Show me the 


page, 


MR. KLEIN: You were cut off at one point. ”r. 
Sagor later admits they were supposed to be masked, both of 
them. There was an admission there. You have the recollec¬ 
tion of other counsel, who were all in the robing room at 
the time, your Honor. 

THE COURT: Show me the paqe. 

MR. KLEIN: I just showed it to you. 

THE COURT: What Dage is it? 

MR. KLEIN: At 1990, there is an admission by the 
prosecutor that 35,000 and 50,000 on that Cadgie Tavlor 
monthly bank statement exhibit were to have been masked, and 
thereafter y* lr Honor then directed that the 50,000 t*» per¬ 
mitted to be explored, which still left the mask on the 
35,000. 

It wasn't an error that it qot in .o the jurv. Mr. 
Sagor said neither one of them should have been masked. The 
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specific language is: 

MR. SAGOR: You asked to mask these two deposits. 
The 35 and the 5" 

THE COURT: I said in another place it, the record 
— i remember di tinctiy — that as long as I don't allow it 
to be shown, this 35,000, as having gone to Mr. Ridland's 
personal account, that there was no harm in it. I remember 
saying that distinctly, and I repeat that aqain. I don't sop 

I 

any harm in it. I juut didn't want the prosecutor to sum up 
on a theory that Mr. Ridland stole some money, because T 
didn't feel there was enough evidence as to that, and it wnui.'j 

I 

have been prejudicial. 

But I did allow it to he shown as a bank record not 
connected with any alleged embezzlement bv Mr. Ridland. 

MR. KLEIN: It does go to show availability hero. 
THE COURT: Availability T allowed. What happened j 
was, it was obviously not masked, because at 1992 Mr. Sagor 
said. Now that you will allow me to inquire about the 50,000,! 

I 

may I inquire about the 35,000?" 

The Court said, "No, because you know the answer 

to that." 

In other words, I was again protecting Mr. Ridland 
from her answering that it went to Mr. Ridland's private 
account. 



# 


J 
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^77 

MR. KLEIN: Tf y«»ur Honor will recall, when I .tskr-! 
Miss Hepola the questions, T was yust about to ask her, is 
she aware of any checks that wont to Mr. Ri Hand, any sizable 
sum, and I stopped. I didn't ask it. r was afraiti she would 
say 35,000, and then we would open the door. 

THE COURT: Nov. you are startina a whole ar^unont 
with me. I say, if you look at 1992 and 1993 with the 
colloquy there about the 50,000, vou did not ask speciricall” 
that the 35,000 be masked, which is what you should have done, 
if that is what vou wanted. 

MR. KLEIN: If vou look at 1992, Mr. Klein savs, 
"The mask stays over the 50." 

Mr. Sa-ior said, “No." 

The mask was supposed to have been over both 
before that colloquy started. We onlv spoke about romnvinn it 
from the fift-. 

| 

1 

THE COURT: The record will 3poak for 11 self. 

MR. KLEIN: I am contendinq I am beino p-»judiced 
because they are lookinq at somethinq that ahoul 1 have been 

masked and not brouqht to their attention. It is not an 

. 

exhibit in this case. 

I 

THE COURT: l disagree with you. 

1R. KLEIN: I think they should be instructed. 

THE COURT: I don't find anv record of my orderir« 
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the 35,000 to be walked, end i.f to, 1 don't think i* is 
substantial error. 

MR. KT.Ktfl: Then the nanns where the coIIomi" 
page 1860 to paqo 1*7? and the crlloeuy of i/hich 1'*"') is i 
part, which runs ur> to 1884 -- I think, vour Honor, it 
starts a fev; naqor, before it — those wore the hiohli^hts • 
the colloquy. 

THE COURT; I kno<-' T -ir sa^ino T lenne ! o'^t 
backwards to he In 'tear d •ton!.,, t, 1 now von are tr»inft \ r 
intimate there is aonethinn -.ore T should have done , v/hic 
I don't see at all. 


masked. 


MR. KLKIli: M>/ imnression was it, should have ' 


THK COURT: You should have asked it, and "ru 


16 !| should have had it done. 


MR. KI. r TN: T assumed it was done. 


THi: CitiJR'l : How can you assume it was done wh. n ••• 
never asked for it? T an looking throuoh these nanes. > s. • 
no px iCe where you sav — show it to me if vou can find it 
MR. KLEIN: There ia an admission bv Mi. Saenr. 
You first said vou are issuinn directions to eliminate it, op 
page 1871. Then, later on, we have an admission by 1r. van*.i 
that they hi u« to have I u>n masked on 18.00. 

Here vou ar»'. 1 **71. 


I 
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3 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 


17 

18 
19 


21 




2-Mf 

"To me. it is a tittle remote. r will t >• 

American Bank & trust i oniuiny, ano I am qoinn to ifTtruot 
th«_m to eliminate - got mo the numbers of the exln' itr." 

Now, from a r.adina of the preceding portion o» 
that colloquy, your Honor, there is no oucstion '/our lonor 
is referrinq .o the 35, 00 and • ,ono. 

T1IK COURT: What page is it? 

MK K 1,1 IM : 1 0 7 l , It is a < m 1 l oo n»» that s t 

ed on page iB62. Your Honor will see at 1862 I am talijiv. 
abouL withdrawals ot' 35,000 and 50,000 dollars. T' it's 
it starts. 

It mav refresh your donor's recollection. .p, .rjnn 
which Uidland put into hi ■» hank account for a while, an I t>•• • 
50,000 which went to exploration. 

TliF COUkT: I cannot find anything like ' hst. that 
you say is a specific direction hy the Court. 

MU. KLRIU: !low about the admission by :’r. Sac< r 
at 1990, when Mr. S.. r says specifically, "Your Honor, von 
asked to mask these two deposit*, the 15 and the 50." An.' 
then he went into arguing about, the 50, ami then your Honor 
sustained the argument on the 50 and re-opened it on the so 
and permitted the ltl ask to be taken off the 50. 

Then we asked you about the 35. and you said. 


Vh« 


"No, no. I r tied on the 35. 


So it. was status quo. 
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status quo was, it was supposed to have a mask on it. 

THE COURT: You are supposed to watch your 

' 

exhibits. You agreed to send it in to the jury as it was. 

?4R. KLEIN: I assumed that the responsible court 
offi^.L's, either Mr. Hughes or Mr. Sagor, did what "nur Honor 
said they were supposed to do. 

THE COURT: You are also supposed to keen your 

eyes open. 

MR. KLEIN: I called your Honor's attention to it ! 

I 

as soon as I found out, and vou : old me, "c,o find the page 
first." I found the page, and it is still the same. 

I don't think it should have been offered in evi¬ 
dence with the mask off it. 

THE COURT: No; J don't agree with you. T am uuite 
cie«r I said it couldn't, be inquired into of the witness 
Miss Hepola, because we knew what the answer would be. ] 
refused to allow the Ridland personal account to go in, and 
I said I would instruct the jury it was not in evidence. 

I don't believe stopped the account itself from havinn the | 

i 

35,000. I could be wrong, but that is my recollection. 

In any event, I am not qoing to take it back, be¬ 
cause J. don't think it is substantial. 

ilR. URILL: I think it is regrettable that thin 
developed .s it has occurred, but I think I must join in the 


•» ’ Y 
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motion for the withdrawal of a juror and the* declaration of 
a mistrial. 

THE COURT: I expected you to. You should. You 
should, too. 

MR. MARCUS: I do. 

THE COURT: I), nied. 

before I go upstairs, Mr. Klein, if you want 
to say anythinq, say it now. 

Do you have anythinq more to say to me, not 

repeating? 

MR. KLEIN: Hot to repeat it, except I think it ir: 
a matter of substance, /our Honor. 

THE COURT: hon't repeat. 

MR. KLEIN: I am not reyvsatinn. 

Have you got any other subject you want to tell 

me about? 

MR. KLEIN; That is the only subject, and I think 
it is regrettable *hat whoever was responsible for maskino n 
didn't mask it. 

THE COURT: That is the same subject. 

I want to qo upstairs now. # 

(Pause.) 

THE COURT: There is another note. 

"May we hear Mr. Rchiffman's direct testimony in 


• * * 
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in length, of Arnold wiolitz, sinned bv liim on June -o, 1"7 ; 
3551-B, a photocopv of handwritten statement of Arnold 
Widlitz, consisting of five nanes signed and dated l-v hi*" 


June 20, 1973; 3‘,BR, py of an i 


^tion hearing ’.'umber 


73 Cc 1133, entitled united States versus Arnold Widlitz, 
together with a waiver m indictment, witnessed b> P^.rhar i 
Wynn, counsel for Arnold Widlitz. 

(At 6:15 n.m. ) 

(In open court: jury not f'resent.) 

THE COURT: Gentlemen, I have another note from 


the jury: 


"Is the tnr.k considered sold prior to cash [ 


being received by the respective underwriter?" 

I think the best thing to do is to re-charnc the 
salient portions of nv c-haroe and see what happens. 1 «*m ' I 

see whether that is what thev want. I think it is. 

Get the jury in. 

Poes anybody have specific suggestions before T 
get them in? 

MR. KLEIN: T thiuk thev want a specific answer. 
It is our contention the stock could be sold and the naviirnt 
made later. 

THE Court* 1 don't consider that uerv helpful. 

Go ahead and get then. 
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MP. KLEIN: Would vo»ir Honor t-rv t-o lire- it t r- • 
portion — If I remember "our Honor's .-that ie , you re irt-- 

a tangent. 

THE COURT: Don't vou want rie to mention vour con 

tention also? 

MR. KI.CIN: Yos. T want you to sav that. T ‘t 
to leave my contention out at this point. 

THE COURT: ‘ am also qoinq to sa' f what i sei ! 
about it in the chjrq« . 

(Jury in bo::;) 

Till- COURT: T have a note, I i< 4 ios anil qorit lor«*r 
of the jury, from you, which sa»*s: 

"Is the stock considered sold nrior to the <*.•••, 
payments being receive' 1 ).v the respective underwriter?’ 

Now, I charnel you op. that, earlier. You \ •« < ] 
recall that I called i-nur -tention to the fact that the m r 
page of the nro”>cct.us s.v-s that a the stock has to he ’ 
within 120 davs. 

I also called vour attention ♦ o the fact that :• 
the registr Lon statement, which included the underwriting 
agreement between Peis Securities and Cadqic Taylor, it was 
provided that all the Cadetie Taylor securities had to he if i 
and paid for by October 4th, under that reoistratior state- 
that wa j filed with the t!om> 'i .c*tr»n. 
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I charged y^u that it you fii that was not 
accompli sited by October 4th, then there was an obligation to 
return the money paid \,j the investors and to stop selling 
the Cadgie Taylor st k. 

I also told vou that that is not the basic issue 
in the case. I told yon that if vou find — at.'’ T will repeal 
what 1 s.tid -- I said that there is evidence in the case tbit 
the p^ospectug said that the issue had to be sold within lji> 
days or the buyers would have to qet their money bar*'. rh.it 
is what I just reminded you about. 

The Government savs that the Cadgie Taylor stool- 
was not sold within 120 days, bv October 4th, and that the 
money should have been given back to the buyers. 

Then I said, if vou find these to be the true 
facts, you may consider whether they are evidence of an mi*,* 
on the part of the defendants or any of them to enaane in t j.. 
fraudulent scheme and the unlawful conspiracy charqod !v th*- 
Government. Hut I reneat, it' you nd that the $40,000 na'*m*-ni 
in cash, or approximately 40,000, was not made, then you *;*,o a 
acquit the defendants. 

If you find that such a payment was made, and vou 
believe the testimony of Pchiffman, Hassani and Widlitz, 
then it doesn’t matter whether or not the money had to be 
paid by October 4th. It is onl** .mother bit of evidence wine. 


3 









m 
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you can either accept or reject. But the basic issu*- comes 
back to that sii^.le question: was there a payment, a secret 
payment, of $40,000, with all the other elements i qave '»ou 
oefore, with an intent to conceal it, with an intent not to 
put it in the prospectus, with an intent not to tell aav of 
the customers of the securities. 

That is the crucial issue here, and that depends 
to a larqe extent, or perhaps entirely, on the credibility 
and believability you have in the witnesses who testified lor 
the Government. You saw tnem; you watched their demeanor on 

the stand; you listened to them; you were in a position to 

% 

determine the likelihood of their tellina the truth — T an 
not going to repeat it all over again — and the fact whether 

I 

they have a motive to .-stifv, and that your issue, as I out 
it to you, is whether or not they, because of that motive, 
are lyin-,, for some reason, to save themselves, or whether 
they decided to make a clean breast of it in this natter. 

That you can test by other circumstances in the 
case as you find them to exist in your own mind. 

You will recall also that the defendants have con¬ 
tended that the sale was actually effected by the October i’nd 
or 4th purchase by Kelly, Andrews t Bradley of the cadgie 
Taylor stock, or 100,000 shares of it, and you may recall -- 
and I will remind you of it — that I said to vou that if »*ou 
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_well, first I said that the testimony of the fiovi rrrvnt 

witnesses, Schilfman particularly, was that all this v/ns a 
fake and that it was only for the purpose of purpirtinq to 
extend the 120 days. 

but then I told you that if you disbelieve Tchiff- ! 
man and think that there \ as an actual purchase by Kelly, 
Andrews & Bradley of 100,000 shares, which they didn't n.v» ‘or, 
then I told you that when it says that the stock had to ho 
sold and paid for in the registration aqreenient within 12i» 
days — renistration statement: that moans by the public and 
not by somebody like Kelly, Andrews fc Bradley, who in turn 

I 

were goinq to sell it to the public — that is not • at w«is 

I 

meant by the 120 days. 

Also, I indicated to vou that as a matter of luv» 
if Kelly, Andrews & Brvllev had actually bought the stop)', 
then they would have had to show it by an amendment to the 
prospectus that they had now become the underwriter and were I 
selling the stock for their own account to the public, which, j 
of course, was not done. 

So, to avoid making this more complicated than it 
might appear, I have indicated to you the measure with which 
you can use the question of whether or not the sale was wit tm. 
the 120 days. It is merolv evidence on intent, offered bv 
the Government. I have allowed it for no other reason, and 
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I repeat that that finding alone is not enough to convict the j 
defends ts beyond a reasonallo douht, that you would have to 
find as an issue in this case beyond a reasonable doubt what 
I earlier said^about the $40,000 cash pavment and its purposes, 
which I won't repeat again. of that vou nust be convinced, as 
I said, beyond a reasonable doubt. 

Now, do you think if I keen vou another half hour 
you may be able to reach a verdict on some counts? 

THL PuKELADY: You mean, just one of the defendants/ 
THE COURT: One defendant or one count or any 
partial verdict. I 

THE FORLLAOY: We have reached a verdict as far 
as one lefendant is concerned. i 

i 

THE COURT: You say you have reache I a verdict on i 

. * I 

one defendant ? 

THE FORblJVDY: Yes. 

THE COURT: On all counts? 

THE FOREIAOY: Yes, vour Honor. 

THE COURT: I will take that verdict. Have you 
got it written on your sheet? 

THE FOREI.ADY: We didn't bring it out. 

THE COURT: Give then a sheet, and you can mark 
it, and then you can tell us. Mark it and pass it around t*> 
the other jurors to see if they agree with you. Thcv can noo 


• * * 
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UNITED STATES OP A.Mii 
vers 


73 Cr 659 


JOHA NF.S STEEL ot al.. 

Defendants 

i 

Mew York, N. Y. 

•Tamiarv 23, 1974 - 10:00 a.m. 

(Trial ropti i'ied .) 

(In the rohinc room) 

MR. KL< : Your Honor, I want. to cover the record. 
Note my exception and Mr. Marcus' exception to the timinq of 
the dismissal of the jurors last ninht. T felt it halted the 
momentum of acquittal and aborted the request for instruc - 
tior. :. 


.he timinq .is such that thev had cone in and asked 
for instructions i believe your Honor asked whether thee 
wer» able to a ee on anythinn or anyone, and they said ves. 
They gave a \ diet of acquittal on that one, and imnedinto)v, 
without havinq them qo back and consider the instructions 
your Honor had just qiven them, which they had requested, 
your Honor dismissed them. 

THE roiut. : t asked them, "Do vou think within the 
next twenty minutes you can reach any further results?" — and 
they said, 'tio." 


25 


Don't, vou r..•member that? 
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head. 



•'i •• • Granville, Number 1, rhoo 1 I «•* 


Till: Court* Thev all si'c.ok their heads. 

MR. SAGOR: ’.Viqativolv. 

TIIH COURT: Mv practice is not to keep jurors 
beyond six-thirty. 

MR. KL1.IM: Fine. T never had the pleasure of 
an ..arino before vou beloro. T didn't know whether this was i 
departure from practice or whether this was your practice. 

ilii 'jUP.T: T am afraid to lot the women qo cut at 
night in this neighborhood. That is whv T let them go at 
six-thirty. Otherwise, I would ' oep then until midnight. 

\ovi are right to put those things on the record. 


MR. MARCUS: 


I join or. behalf of Mr. Feis as well. 
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(3:00 i•.ru. in open court, jury not present.) 

Til! COURT: Does anybody liavc any objection »o 
my calling the* jure in and trying to find out where they 
stand and . riicr hey need an> aclp? 

MR, Kl.hi I think if they needed help they would 
ask. I personally fee it should he left alone. 

Till. COURT: 1 expected that answer from you. 

It has been consistent. Anything I su gest you won’t 
acquiesce, and keep your record. It’s all right with me. 

MR. KI.’.'I* • 1 am doing my duty to my client. 

MU. MARCUS: I join Mr. Klein. 

Till: COURT: All right. So sit and stew outside 
for a while. 

MR. RI.I.IN: Outside? 

TUI- COURT: aside, outside, I don’t care where 

you go. 
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(4:00 p.m.) 

THli COURT: All right. - In United States apahst 
Ridland and FeiS, I am going to call the jury in now t find 
out where they stand. They have been out now about 12 hours, 
I guess, of actual tine. 

MR. MAIM'US: Your Honor, may I he heard? I would 
object at this po! >r to callin the jury in. 

Tlir. COURT: The objection is n rrulcd. 

Get the jury in. 

MR. KT IN: May I join in that, your Honor? 

Till; COURT: You may join in that. 

Till; MAR.SIIM.: Your I* .ior, the jury has requested 
a few minutes. They say they will hav. reached a verdict 
if you give them a couple of minutes. 

THE COURT: oh, sure. Tell them to take some 
time. I just thought they might need some help, some 
instructions. Just tell them that. 

(1’ausc.) 


THE MARSHAL: They are ready, your Honor. 

THE COURT: All right. 

(Jury present.) 

Till: CL! RK: Mcmhcrs of the jury, please answer 
to your presence as your name is called. 


(Roll called - nil present.) 
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Q Mr:., Granville, have you Agreed upon a verdict 
A Yes, wc have. 

Q What is voi.r verdict as to the Defendant Feis 
on Count 1 of the indictment? 

A Count 1, Feir guilty. 

Q As to the Defendant Midland on Count 1? 

A Guilty. 

() On Count 2, Defendant: Feis? 

A Guilty. 

Q Dcicndunt Midland on Count 2? 

A Guilty. 

Q As to Count 3, Defendant Feis? * 

A Guilty. 

Q Defendant Midland on Count 3? 

A Guilty. 

Q On Count 4, Defendant leis? 

A Guilty. 

Q Defendant Midland on Count 4? 

A Guilty. 

Q On Count ft, Defendant Feis? 

A Guilty. 

Q Defendant Midland? 

A Guilty. 
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JUDGMENT OF CONVICTION. 

liluitrd Diatrirt (Eourt 
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Umt Statu of .writs 
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V. 


o. ct:c jj} Ria/jm 


No. 73 Cr. 659 t 'TO 



Of N. N .. 


On this Vth day of March, 197U jd* come tho attorney for the 

government and the defendant appeared In pereon and 1 by Irwin Klein, L’nq., counsel. 


IT Is Aojuuced that the defendant upon his plea of» not rullty mid a wrdlct of ruilty 
by • Jury 

has bora convicted of the offense of unlawfully, wilfully and knowingly combinlir, consplrinr, 
eonfederstinr snd tyreein Z to violate rules and rc-ulntiotw promulz-xtcd by the i'rltcd 
-* cl “ r XI'» Ccerdojlon under the 3u curl ties E;cch:-n»o Act of 1931i 
iltls In, Unj.tod witates Coda, Section 371.)J unlawfully, wilfully and knowingly aivl 
y tho use of neons and instrunonts of transiiortation and conniuotcation in interstate 
corwierco and by usa of the nailo, dirccUy and indirectly onrloyin-; dcvicoa, schcmea 

? efr ‘ ud * ( Ti tle 15, t’.Jitod States Code, ooctiom. 7Yq(aj and 77xj 
iitle 18, United Sutos Codo, 3oction 2.) 

. . as charted* in counts 1, 2, 3, k, 5 & 6 

snd the court having asked the defendant whether he ha* anything to say why Judgment should not 
be pronuuncad. and nc sufficient cause to the contrary being shown or ap|iearing to the Court, 

It Is adjudged that the defendant la guilty as hsrged snd convicted. 

It Is Adjudged that the defendant is hereby eommitted to tho custody of tho Attorney snare! or 
his authorised representative for Imprisonment for a parlod of‘ THTC3 (3) rVJS on oeuh of 
3 5 * 6 to run eonenrrontly with each other. Pursuant to fiction 

° f . 1» U * 3 * Co<le * *• amended, with provision dofendant bo conltrvd in a 
^, °. r , ‘ ’ .7 ’ i«“titution for a period of lTXVt (U) TOUT IS as provided in tb" 

a.orosa.o section, .Ixecution of remainder of bi.ntcnco la suspended and tii.• d •f 'rviant 
-a r-l»o-d on probation for a period of TWO (2) YKAHT mid I I i T (8) TOUY IJ, to comic, too 
ornn expiation of confinement and subject to tlie standing probation order o,' this 

■.curti* 

tetodeoooottdbott The Court requents the cooperation of the Probation 11 , ortiiont 
to arrrn" for defendants supervision l.n tho Donlnlon of Canada, 




r .'cR • < m 


I 


,, tJ T , i* **** deliver a certified copy of this Judgment ai.d commitment to the 

L mted Mates Marshal or other qualified officer and that the copy serve as the commitment of the 
defendant. 
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United Statu IJUtiiet Judgt. 
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V.T rTL t!?T . .c d ?" Il,n * w, 'l npiwlnl.it l.jr I hr rwirl, aw! I hr I.ml.nl I lurry inn 

-W* *>• *'«*•. '*‘a• ' r.mn . I." In«l III •yul'lr .. ... ,7 “S3 

.* IhmImi)* uf 

" if 

nr** it* nan rtriirwrr«»iiily or fan. 


-■• •»* w ««i**d • firm »• in* »*«i i.incv • 1 . „ 

» "! !u •• * wr •* «“••''• •»*! M Vsrtli, | tsf | util v." Ml • #».,i 

* Inti, s»*. * r 0 mi, T 4 !* n '' * ' 14 *»•«>'•* s lnM*<»t "in nniitl («) nunilirr 


• m.-nta* or *rnt.iw»t»f>.•• * c^ni if mU y. |Si wintti.i 


4 l'm.r it* _ __^ 

^'•*"*** w*. « _ 

th« itHtf «sr hit. n.i,| H ta ~ 'IS. A fiiMljiil III !*• w fttrlitrr impn-w.ii.-.l untiT of 

fObMinviun nJ y*. ,K * '/ diTrliorn*^ «« fr*»«l*l«tl by law. f>;»ilrr any t.r»k*r with i.nisutl U 

^m-nvitm untl iiruUnnn. “For imo of On to rtri.m.hte;»,l « pa.iirnlar InUuulion. ^ 


C --'or 


I *1 I. law MM 



441a 


NOTICE OF APPEAL. 

UNITED STATES DISTRICT COURT, 
SOUTHERN DISTRICT OF NEW YORK. 


- X 

UNITED STATES OF AMERICA, 
againet 

G. CARMAN RIDLAND AND ROBERT FE1S, 

Appel lante. 

-X 


NAME AND ADDRESS OF APPELLANT, G. CARMAN RIDLAND: 

Suite 108, 3661 Maryland Parkway, Las Vegas, Nevada 89108. 


NAME AND ADDRESS OF APPELLANT, G. CARMAN RIDLAND'S 
ATTORNEY: Irwin Klein, P.C., Two Park Avenue, New York, 

N.Y., 10016. 


OFFENSES: One count of conspiracy to violate 15 U.S.C., 

77 Q and 77 X and five counts of security fraud under 
15 U.S.C., 77 Q(a) and 77 X. 

CONCISE STATEMENT OF JUDGMENT: Appellant, G. Carman 
Ridland, was sentenced by Hon. Murray I, Gurfein, on 
March 7, 1974 after a jury verdict of guilty on all counts 
to imprisonment for a term of three years upon the 
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I 

condition that he be confined in a jail-type or 
treatment institution for four months; the execution 
of the remainder of the sentence of imprisonment was 
suspended and he was placed on probation for a period 
of two years and eight months upon the terms of the 
standing probation order of the Court. 

BAIL STATUS: Appellant, is at liberty on his own 
recognizance pending outcome of the appeal. 

The appellant, G. CARMAN RIDLAND, hereby appeals to 
the United States Court of Appeals for the Second 
Circuit from the above-stated judgment. 

Dated: New York, New York, 

March 15, 1974. 

Yours, etc. 

• i 

IRWIN KLEIN, P.C., 

Attorney for Appellant, G. Carman 
Ridland, 

Post Office and Office Address, 

Two Park Avenue, 

New York, N.Y. 10016 
MU 3-0054 (212) 

TO: PAUL J. CURRAN, ESQ., 

United States Attorney 
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